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International Petroleum 
Company, Limited 


Notice to Shareholders and the 
Holders of Share Warrants 


Notice is hereby given that a semi-annual 
dividend of 25 cents per share in Canadian Cur 
rency has been declared and that such dividend 
will be payable on or after June Ist, 1946 in 
respect of the outstanding shares of the Company. 

The said dividend in respect of shares specified 
in any Bearer Share Warrant of the Company of 
the 1929 issue w.ll be paid upon presentation and 
delivery of Coupon No. 65 at: 

THE ROYAL BANK OF CANADA 
King and Church Streets Branch, 
Toronto, Canada 
The said dividend will be paid by cheque mailed 
from the offices of the Company on May 3lst, 
1946 to Shareholders of record at the close of 
business on May 15th, 1946 and whose shares are 
represented by ReBistered Certificates of the 

1929 issue. 

The transfer books of the Company will be 
closed from May 16th to June 1, 1946, inclusive, 
and no Bearer Share Warrants will be “split” 
during that period. 

Shareholders resident in the United States are 
advised that a credit for the 15% Canadian tax 
withheld at source or deducted upon payment of 
coupons is allowable against the tax shown on 
their United States Federal Income tax return 
In order to claim such credit the United States 
tax authorities require evidence of the deduction 
of said tax, for which purpose Ownership Cer- 
tificates (Form No. 601) must be completed in 
duplicate and the Bank cashing the coupons will 
endorse both copies with a certificate relative to 
the deduction and payment of the tax and return 
one Certificate to the shareholder. If Forms No. 

are not available at local United States banks, 

y can be secured from the Company’s office 

r the Royal Bank of Canada, Toronto. 

Subject to Canadian regulations affecting 

my aliens, non-residents of Canada may con- 
vert th dividend at current Canadian Foreign 
Exchange Control rates into U. S. Currency or 

h other foreign currencies as are permitted by 

> general regulations of the Canadian Foreign 
Exchange Control Board. Such conversion can be 
effected only through an Authorized Dealer, i.e 

Canadian branch of any anadian chartered 
bank. The Agency of the Royal Bank of Canada, 
68 William Street, New York City, is prepared to 
accept dividend cheques or coupons for collection 
through an Authorized Dealer and conversion into 
any permitted foreign currency. 

The Secretary will on request and when avail 
ible forward to the holder of any Bearer Share 
Warrant of the Company a copy of the Company’s 
annual report for the fiscal year 1945, 

By order of the Board, 
C. H. MULLINGER, 
Secretary. 
56 Church Street, Toronto 1, Canada ; 
6th May, 1946 
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CiVIDEND ON 
COMMON STOCK 


The directors of Chrysler Corporation 
have declared a dividend of seventy- 
five cents ($.75) per share on the 
outstanding common stock, payable 
June 14, 1946, to stockholders of 
record at the close of business May 
18, 1946. 


P. E. HUTCHINSON 


Chairman, Finance Committee 
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age Johns-Manville 

iM Corporation 
PRODUCTS DIVIDEND 
The Board of Directors declared a dividend 
of 75¢ per share on the Common Stock pay- 
able June 8, 1946, to holders of record 
May 27, 1946. 

ROGER HACKNEY, Treasurer 
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As a matter 


of Public Interest 


--- SOME HIGHLIGHTS FROM THE 
ANNUAL REPORT OF STANDARD OIL (N. J.) 


Because Standard Oil Company (New Jersey) with its affiliated companies 
is one of the nation’s large enterprises, its operations may be of interest not only 
to shareholders and employees, but to others as well. The following facts, 
selected from the Company’s Annual Report, just published, provide a good 
summary of the Report and cover the developments of greatest public interest. 


Cig Oe ae 


EUGENE HOLMAN 
PRESIDENT 


End of War During World War II Jersey and 
its affiliates were called upon to a greater extent than 
any other company to fuel the armed forces of the 
country. They were the largest producers of 100 octane 
gasoline in the world. They produced, in Government- 
owned plants which they operated, as much synthetic 
toluene (for TNT) as all the rest of the world combined. 
They were among the largest producers of the raw 
materials of synthetic rubber. 


Reconversion Reconversion was carried out 
smoothly and quickly. It was possible, with relatively 
few difficulties to change over from an intricate pattern 
of manufacture and transportation designed for a nation 
at war to an equally complex pattern fitted to a nation 
at peace, and to begin supplying, upon short notice, 
civilian demand for unrationed gasoline and many other 
products. 


Oil Production World-wide production of crude oil 
by consolidated companies was 995,000 barrels per day, 
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FRANK W. ABRAMS 
CHAIRMAN OF THE BOARD 


an increase of 8 percent over 1944. During 1945 the do- 
mestic crude production of Jersey affiliates represented 
9 percent of the oil produced in the United States, and 
their world-wide production amounted to 13.5 percent 
of the oil produced throughout the world. 


Refining The amount of crude oil processed in the 
domestic and foreign refineries of affiliated companies— 
1,119,900 barrels per day—represented an increase of 5 
percent over 1944. Crude run to domestic refineries was 
13 percent of the total crude processed in the United 
States. 


Transportation From the outbreak of hostilities 
in 1939 until V-J Day, 96 tankers owned by Jersey 
and affiliated companies were lost, either through capture 
or seizure by the enemy, sinking, collision, or strand- 
ing. The lost vessels have been partially replaced, and 
plans are under way to add further to the fleet’s carry- 
ing capacity. 
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INVESTMENT 
PER EMPLOYEE 
IN PROPERTY, 
PLANT AND 
EQUIPMENT 





FOR EACH EMPLOYEE ON THE PAYROLL 
Jersey and its consolidated companies 
have invested $22,600 in property, 
plant, and equipment. The gross value 
of capital investments in lands, refin- 
eries, pipe lines, tankers and other prop- 
erties necessary to provide 108,000 jobs 











WAGES AND DIVIDENDS 
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EACH FIGURE REPRESENTS 6,750 PERSONS, 
and the bars represent the amounts of 
income each group received from Jersey 
in 1945. The sum of $314,042,000 was 
paid to employees of the Company and 
affiliates in wages, salaries and benefits. 
Dividends amounted to $68,334,000. 


THIS SHOWS THE PROPORTION OF NET 
PROFIT made by Jersey and affiliates 
out of total income in 1945. It shows 
also the proportion paid to shareholders 
in dividends and that left in the busi- 
ness to meet future capital expendi- 
tures, etc. All the rest of the income was 








was $2,441,942,488 at the end of 1945. 


Marketing Everywhere, throughout the war, mar- 
keting activities were largely regulated by government 
directives, and when these were ended in the United 
States and in some foreign areas there was a rapid 
return to normal competitive activity. World-wide sales 
of refined products in 1945 were at the rate of 1,193,000 
barrels per day, an increase of 4 percent over 1944. Of 
this amount 694,000 barrels per day were sold in the 
United States domestic market. 


Research Until the end of hostilities Jersey research 
was almost entirely on war work of highest importance. 
Immediate postwar research budgets will be approxi- 
mately 50 percent above prewar budgets as part of a pro- 
gram to carry over into a peace-time world research 
begun for war, and to continue scientific inquiries on 
petroleum as a raw material for many products. 


Employee Relations Jersey and affiliates con- 
tinued to enjoy excellent labor-management relations. 
When the war ended, Jersey’s domestic petroleum affili- 
ates proposed upward adjustment in wages and salaries 
of 15 percent. This was accepted by all employee bar- 
gaining agencies involved. By March 1, 1946, an addi- 
tional 3 percent had been negotiated and accepted. One 
of the best evidences of the satisfactory employee rela- 
tionships in Jersey is the fact that 95 percent of the do- 
mestic employees who have been released from the 
armed forces have returned to the Company. 

More than 79 percent of eligible domestic employees 
are now buying term life insurance under the Group 
Insurance Program for a total coverage of $160,241,800. 

Employees participating in the Thrift Plan contrib- 


required to pay wages, purchase ma- 
terials and meet other operating costs. 
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WIDENING OWNERSHIP OF JERSEY is shown by the fact that 
the number of shareholder accounts has increased from 
5,816 in 1912 to 160,025 as of December 31, 1945. 


uted last year $15,019,011, which was supplemented by 
Company contributions of $18,921,235. 


Earnings Consolidated net earnings in1945 amounted 
to $154,156,196, equivalent to $5.64 per share. For 1944 
the consolidated net earnings were equivalent to $5.69 
per share. During the year the Company paid dividends 
totaling $2.50 per share. 


Statement of Principles In order to make as 
clear as possible the Company’s outlook in today’s 
changing world, the Board of Directors has prefaced 
this year’s Annual Report with a special Statement of 
Principles. This expresses, for our stockholders and for 
anyone else interested, basic viewpoints and policies of 
the Company. 


Room 1626, 30 Rockefeller Plaza, New York 20, N. Y. 


[ Copies of the full report are available on request. Address | 


STANDARD OIL COMPANY (NEW JERSEY) 


AND AFFILIATED COMPANIES 


MAY 25, 1946 
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Experts from the big tobacco companies enter into 
spirited competition to buy the exact quality of 
loose leaf supplies required by their respective 
firms. As sales are effected by the auction process, 
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Photo by Ewing Galloway 
the buyers must be highly skilled in appraising the 
grades of tobacco offered, for high and uniform 
quality in cigarettes, cigars and smoking tobaccos 
must be maintained to win consumer favor. 
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AS BROAD AS 
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CORRALING "HOT MONEY" . One of the 
more sordid aspects of our postwar spending boom 
is the huge volume of illicit cash seeking refuge. 
For the most part, this represents the ill-gotten 
gains of black market operations or excessive war 
earnings not properly accounted for. Various esti- 
mates have been advanced on the amount involved, 
but even conservative sources place the figure at a 
minimum of some $3 billion. There is a strange 
irony about the whole situation, for like the parable 
of old, the owners evidently find little rest of peace 
with their purloined wealth. It cannot be banked in 
any substantial amounts, for banks must report to 
the Treasury the names of inordinately large de- 
positors, who are then accountable for the source of 
their funds. Likewise with brokerage balances, in- 
surance and annuities, and similar repositories of 
surplus cash. Everywhere are the watchful eyes of 
the Treasury men to spot suspicious financial trans- 
actions. It is difficult to trade or even give the 
money away in any significant amounts since the 
recipients then inherit the burden of accounting for 
their incomes. Of course, enormous amounts of the 
tainted money are “in hiding,” cached away in 
various places, but this, at best, is a risky procedure, 
ilways susceptible to theft, loss or detection. So, 
there is floating about in this country a golden tide 
of fugitive dollars, seeking repose and finding none. 
Quite aside from the moral issues involved, there is 
the question of the effect of all this on the national 
economy. A large part of this currency is com- 
peting with the honest man’s dollar for the meagre 
‘upplies of goods, real estate and services through- 
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ASBROAO AS BUSINESS ITSELF 


The Trend of Events 


out the country, and since the object is to get rid of 
the “hot money,” it is flung about with abandon. 
thus intensifying the forces of inflation. Still more 
important is the salutary effect on the natioral 
budget that might be possible if this flight capital 
were directed to the place where it really belongs. 
to the U. S. Treasury and consequently to the 
people. In a very literal sense, it represents savings 
and income stolen from the rest of us, who must 
make up the difference in taxes. Is there anything 
effective we can do about it other than merely decry 
the situation? After careful consideration, we think 
there is. A realistic solution to the problem might 
be a reissue of national currency, exchanging out- 
standing bills for an entirely new series of cer- 
tificates of equal face value. The new money could 
be distinctive in appearance, and might be of a con- 
spicuously different color or size from the outstand- 
ing notes. By declaring existing money invalid 
after a certain time limit, say ninety days, all funds 
would have to be accounted for if their value is to 
be maintained through conversion. This, of course, 
would place the illicit money directly ‘ton the spot,” 
as it would have to be explained when submitted for 
exchange. The idea has sound precedent in recent 
history. Just thirteen years ago, the gold im- 
pounding program was a notable example of in- 
voluntary currency exchange which was accomp- 
lished with celerity and dispatch, and there is reason 
to believe that the proposed conversion could be 
handled with comparable ease. Considering how the 
Treasury could use the billions supposedly involved, 
it might give the idea its serious attention. 
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WHAT STRIKES WILL COST US . . . An economy 
already crippled by the prolonged coal stoppage 
was dealt another staggering blow when the railroad 
brotherhoods decided to walk out and join the strike 
procession. The situation is a fitting commentary 
on what can happen when “Big Labor” opportunism 
is allowed to run rampant, and is met with only a 
policy of weakness and expediency in high places. 
The American public—and particularly the busi- 
ness public—has been subjected to such a series of 
labor demands and impositions as to be virtually 
hardened to such occurrences by now, but there is 
a limit to what even the most tolerant and patient 
can endure. An underlying danger long foreseen by 
business men is now being realized with alarm by the 
“man in the street,” namely, that jobs, businesses 
and, indeed, one’s very livelihood stand in immediate 
danger. This is no remote or academic peril; the 
threat is terribly real and right at hand. People 
are beginning to learn—the hard way—what the 
series of strikes is going to cost us in cold dollars 
and cents terms. Measured in the aggregate of 
wages lost, profits unrealized and production de- 
layed, the loss is going to run into billions of dollars 
and the full effect won’t be felt until much later 
in the year. Goods and commodities urgently needed 
by the consumer won’t be available until consider- 
ably later, and meanwhile shortages will become 
more acute. Moreover, the mounting pressure of 
wage demands in the face of dwindling supplies is 
the most dangerous inflation potential this country 
has seen thus far in this emergency. And, worse 
still, as each wage concession is granted it begets a 
whole new cycle of demands for still higher pay. It 
means, too, that this nation’s humanitarian role in 
relieving starvation and speeding reconstruction 
abroad will be immeasurably impeded. Is this being 
unduly “alarmist”? One sometimes believes that a 
little more of such “alarmism” a few months ago 
might have aroused the public to preventive action. 


FREE ENTERPRISE SCORES... One of the few 
bright signs in an otherwise muddled European pic- 
ture is the pattern of election results in various 
countries. To the gratification, and even surprise, 
of most informed observers, the voters of such vital 
areas as France, Belgium and the Netherlands gave 
resounding repudiation to Communism and followed 
a middle-of-the-road philosophy. The manner in 
which the French electorate rejected the proposed 
left-wingish constitution was particularly note- 
worthy, in view of strong radical pressure in that 
country. Similarly encoraging were election results 
in Belgium, backed by that country’s determination 
to extirpate black markets, inflation and other dis- 
orders and to return as quickly as possible to a 
normal, free enterprise basis. One of the direct 
fruits of this realistic approach has been Belgium’s 
marked recovery from its wartime chaos, and while 
the situation remains critical, the progress effected 
thus far has been genuine and substantial. The 
latest in the series of free elections—that of the 


Netherlands—only confirms the political pattem 
demonstrated elsewhere. The Communists scored 
about 10 per cent of the total ballots, with prac. 
tically all their strength concentrated in the larg 
cities. The heaviest plurality went to the conserva. 
tive Catholic party, with large blocs of votes als 
going to the conservative Protestant and the Social. 
ist Labor groups. Percentagewise, the Communist 
results were moderately larger than in the past, but 
the remarkable thing is that it was not much more 
conspicuous, considering the great zeal and pressure 
exercised by the radical elements. In all occupation 
zones of Germany—Russian as well as others—re. 
sistance to Communism seems on the increase, and 
much the same seems to be the case in Italy, where 
Soviet attempts at Communization have been greater 
than ever before. The general pattern that seems to 
be emerging everywhere in Europe where free ballot- 
ing exists confirms one thing unmistakeably—that 
even in the misery in which Communism is spawned, 
the “proletariat,” for the most part, still prefer the 
system of free enterprise. 


EXPORT BOOM AHEAD... A _ point too fre 
quently overlooked by the investing public is that 
we are preeminently a world-trading nation whose 
economy is geared to the tempo of international 
commerce. Because of our high degree of economic 
self-sufficiency, it is often easy to forget that 
roughly 10% of our national income comes, in 
normal times, from abroad, and that a thriving ex- 
port market means more jobs and profits in Detroit, 
Pittsburgh, Bridgeport and other manufacturing 
centers. It also means increased income for the 
American farmer, and a great many indirect benefits 
to the national economy as well. It is against this 
background that one must evaluate the latest fore 
casts on the future of American international con- 
merce. As this is National Foreign Trade Week, 1 
good many comments on this subject are coming to 
the fore, some by qualified authorities and some 
from sources less informed. One of the encouraging 
features surrounding the Foreign Trade convention 
is the consensus of qualified opinion on our excellent 
export trade outlook. It now begins to appear that 
we shall be selling an aggregate of some $10 billion 
annually to foreign customers in the next two or 
three years. This view is maintained both by the 
Department of Commerce and by leading export ir 
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terests. A year ago, this figure was regarded aif We 
well-nigh improbable, if not entirely impossible, butflarves 


world demand for American products is muchfbyin 





greater than previously imagined, and, what is mostfthe fou 
significant, is backed up by ability to pay. As mightIire pr. 
be expected, much of this demand emanates fromfpace | 
Latin America, whose enhanced purchasing powelfiries, | 
and improved economy contribute to growing malfermit 
ket for American goods. But even European anfurthe: 
Far Eastern demand are materializing much bettelfior the 
than heretofore expected, thus bringing the $10 bil} Uni 
lion overseas sales estimate well within the realm Olfieterio 


probability. 
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By CHARLES BENEDICT 


the sanctity of agreements between individuals and 
nations. The disruption caused by war has a way 
of bringing out the worst in mankind, nullifying the 
centuries of effort toward the civilization and 
spiritualization of human beings. 

The struggle for existence that results from the 


disruption of the economic machinery brings back 


scored 
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yation|\HE PARIS CONFERENCE has come and gone, and 

s—re-] # peace seems farther away than ever. 

» andj How much longer are we going to permit Russian 
wherefintransigeance to block the way while death and 
reater|famine are settling over the world as economic dis- 

ms tofintegration becomes progressively worse? 

allot-| Let us not make the mistake of believing we will 
—that}go scot free—that we are merely observers sitting 


wned, 


om the sidelines—for this country is part and parcel 
er the 


of the whole, and peace is of as crucial importance 
to the United States as it is to the other countries 
of the world. Further delay is bound to affect our 





the law of the jungle with its “dog eat dog” rule, 
and a blind selfishness that eventually produces a 
lower and lower standard of existence for the great 
masses with the exception of the few who dominate 
the situation by force. 
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peace. The cour- 
age to take such 
astep will reward us mightily. 
led af We must abandon Russia and let her reap the 
le, butftarvest of her own folly. Join with the other peace- 
muchfbving nations in setting the world to rights—laying 
s mostfthe foundation for the stability for which all peoples 
migktire praying. In collaboration with the other nations, 
; fromfpeace must be established between the various coun- 
powelliries, and this can be accomplished if we do not 
y marhermit Russia to hamper the proceedings any 
mn anlfurther. The Soviet Union must either collaborate 
bettetfior the general good of the world, or stand aside. 
10 bil] Unless we take these steps, the world is bound to 
alm olleteriorate to such a point of spiritual and material 
thaos, as to make a comeback extremely difficult and 
fect the fate of generations to come. 
War, at best, is a great destroyer of the moral 
tode upon which rests the stability of the world and 
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Herblock in The Washington Post 


all about us. 

I mention this 
because I was alarmed to have the head of a great 
corporation express himself in this fashion at the 
same time that he was anxiously viewing the labor 
scene and worrying about the unreasoning and 
illogical leftist demands that could spell disaster for 
free enterprise. It was only when he recognized the 
connection between the two that he was appalled at 
the menace we are facing and the steps necessary to 
be taken at this late date. 

I do not believe the founders of this country 
would have countenanced a condition which throws 
millions of people out of work and disrupts our eco- 
nomic machinery. They would have risen in their 
wrath to destroy this menace which is clearly and 
admittedly inspired by Moscow. 

We are strong and powerful, and well able to 
force the hand of the (Please turn to page 248) 
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Soundest Market Policy Now 


Thus far the market has reflected an encourag- 
ing degree of support in the face of the worst 
labor-relations crisis in many years. However, 
inde- 


the near-term trend evidence remains 


terminate. Our long-term leanings are bullish, 
but not inflexibly so. Close watchfulness and 
selectivity will be in order as market policy in 
the period ahead. 


By A. T. MILLER 


deus BEHAVIOR of the general market reflects a 
wait-and-see indecision. Demand for stocks is 
restricted and, despite a fair number of individual 
exceptions, not aggressive. On the other hand, sell- 
ing pressure so far continues light. Undoubtedly a 
great many investors and speculators are awaiting 
a fresh impulse which will move them te resume 
buying—or to turn more actively to the selling side. 
Obviously, the outlook is clouded. The country is 
ensnarled in the worst labor crisis in many years, 
regardless of whether or not the postponed railroad 
strike and the truce-deferred coal strike are “bought 
off” in the near future. Are the implications in the 
labor vista inflationary or deflationary, from a stock 
market perspective? This could be argued either 
way. What is beyond dispute is that the market, 
for the present, has not made up its mind. 


Technical Indications Negative 


If one heeds only the chart pattern—as many do 


—it need hardly be said that it looks dubious. 
Following the February decline, presumed to have 
been an intermediate correction in a continuing bul! 
had a partial recovery; an( 
correction in a continuing — bul! 
a partial recovery; and in- 
going again in a broad and 


market, we have 
intermediate 
market, we have had 
ability to date to get 
sustained rise. Over a period of some weeks tli 
Dow-Jones industrial average, and our weekly inde 
of 100 high-price stocks, have been bumping inti 
an evidently tough ceiling of resistance only 
modestly above previous bull-market highs which 
were made nearly four months ago. The Dow rai 
average, while continuing in an unusually narrov 
trading-range, has yet to come even close to th 
bull-market high made early in February. 

On the limited, and highly mixed, rise from the 
February low, the general speculative demand has 
lagged more decisivly than on any 
comparable movement in a long time 
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Thus, our index of 100 low-price 
stocks is about as much “tout of gear” 
with the rest of the market, on the 
laggard side, as is the rail average. 
Perhaps this is temporary. Perhaps 
not. Any such important divergence 
raises a question which it would be 
foolish to ignore, but which only 
future market action can answer. 

The interpretation of the demand- 
supply chart on this page is: Sit 
tight with individually satisfactory 
holdings, but do not close your eyes. 
Like the averages in their limited 
trading-range fluctuation of the past 
six weeks or so, the margin of support 
is in a_ position subject to sharp 
change for the better or worse at 
almost any time, although currently 
giving no emphatic new trend signal 
either way. 

In short, the technical evidence, on 
balance, is largely negative. There are. 
of course, recurrent periods in every 
bull market when that is so. This one 
—which has plenty of reason, ot 
excuse, in the prevailing news environ 
ment—might prove as innocuous as 
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all predecessors since the great 
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rise began over four years ago. 
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We think it probably will. That 
iss we are inclined to main- 
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tain our fundamentally bullish 
longer-term view for the present. 
Nevertheless, a point to keep in | 
mind is that when the bull mar- 
ket ends, the topping-out 

















process could very well resemble 
the action of recent weeks. In 
other words, the older a_ buil 
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evidence now is naturally more 
“crucial” than those raised by 
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the news to give potential stock 
buyers pause. Nearing the sixtt: 
month of this first postwar year, 
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American industry has had no 
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chance yet to get going on sus- 








tained production. There have 
been interludes of only a few 
weeks at most between the crip- 
pling strikes, and it is now out 
of the question that the year’s 
total industrial production — 
and manufacturing earnings — 
ean reach the levels previously 
thought likely. The news relating to internal rela- 
tions, while not pointing to explosion tomorrow 01 
next year, is equally bleak. At Washington the 
OPA is busy, of necessity, handing out price in- 
creases forced by kiting wages, while the Treasury 
puts on a show of moving against inflation by pay- 
ing off substantial amounts of Federal debt; and the 
Federal Reserve Board prepares to ask Congress 
for strengthened powers to control bank credit. 
Market action, then, has been better than the 
news; and that is not only heartening, but pre- 
sumptively bullish, implying the probability of 
better action when and as the news on the labor 
front improves. While we have said that the chart 
pattern, if looked at alone, would appear dubious, 
the other side of it is that, from the chart alone, one 
would not imagine that strikes had brought the 
country to a condition characterized by the Presi- 
dent as “disastrous.” Stocks have met enough selec- 
tive support to hold, on an average, within reason- 
ably close striking distance of the bull-market highs. 
There are other points of encouragement. With 
few exceptions, stocks decline little, if at all, on re- 
lease of poor earnings reports or other adverse com- 
pany-news. Perhaps the most pertinent example 
was the tepid response to the reduction in the Gen- 
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eral Motors dividend. On the other hand, emphati- 
cally good earnings reports seem still capable of 
putting the affected stocks up sharply. Examples in 
recent weeks have been too numerous to mention. 
Then, too, the day-to-day volume tendencies, while 
not dynamic, are more bullish than otherwise. 

The market has been discontinuing a sustained 
postwar boom. If the prospect, instead, becomes a 
1919-1920 type of inflation—it is not certain yet 
there is some question whether the market can, so 
to speak, switch horses in the middle of the stream. 

Study of our group price indexes shows no sig- 
nificant change in the selectivity pattern yet. That 
is, consumer-goods groups in the main continue to 
meet best demand. However, two of the latter— 
department stores and mail orders—were weaker 
than the market last week. We would not like to 
see an increasing number of previous leader groups 
turn soft. 

In summary, it seems valid to give the benefit 
of the doubt to the bull side here. The time for 
a late-spring decline is getting short, the time for 
seasonal summer rise coming nearer. Until and 
unless the market acts unsatisfactorily in an ade- 
quately satisfactory environment, we would not bor- 
row trouble-——Monday, May 20. 
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By WARD GATES 


O NE OF THE FOREMOST FACTORs affecting the in- 
vestor today is the money market outlook. Far 
from being a dry academic issue, the question is pro- 
foundly important, since every investor, bank de- 
positor and insurance policy holder has a direct or 


indirect stake in the outcome. The reason this is so 
is because the money rate structure is the bellwether 
of all other financial markets, directly affecting 
prices for Government and corporate bonds, pre- 
ferred and common stocks. 

In order to appraise the present situation and its 
probable outcome to best advantage, it is necessary 
to view in retrospect the trend of events for the last 
thirteen years. During that period, there has been a 
continuing, persistent decline in money rates, which 
was reflected in a steadily rising Treasury bond 
market. ‘The era of money rate depreciation was 
due to various causes, chiefly the following: (1) the 
Government’s adherence to an “easy money” policy, 
initially for political and economic reasons (reflect- 
ing the Keynes school of thought) and later as a 
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means of facilitating management 
of the growing Federal debt, (2) 
the pressure of idle funds seekin 
investment, as mirrored in the pil- 
ing up of excess reserves, and (3) 
as an expedient to financing World 


War II. 


As money rates extended their 
gradual decline, important changes 
began to take place throughout 
the national economy, but they 
were so gradual over the years that 
the symptoms passed unnoticed by 
many investors until they had be- 
come quite acute. Interest on bank 
deposits were gradually whittled 
down, yields on fixed income invest- 
ments slowly diminished, and insti- 
tutions dependent upon investment 
income—such as insurance, banking 
and educational interests—found it 
increasingly difficult to manage 
their ever-decreasing investment 
return. 


All this tended to force investors 
into lower quality securities in or- 
der to bolster investment income. 
As yields continued to fade in the prime securities 
market, i.e., Treasuries and “credit” bonds—capital 
funds flowed into second grade obligations, pre- 
ferred stock and finally into the equity market in 
quest of income. The result was a bidding up in 
prices all along the line, a situation contributing in 
large measure to the present bull market in stocks. 
It can be appreciated, therefore, that any significant 
changes in the money rate structure could have ulti- 
mate repercussions in all financial markets. 

In this connection, there have been some inter- 
esting developments of late which call for a general 
reappraisal of the entire money market outlook. 
Toward the end of April, there was a general un- 
settling of Treasury bonds from their recent peaks, 
which was immediately followed by a minor sell-off 
in corporate and municipal obligations selling on a 
“money rate” basis. ‘The immediate cause of the 
disturbance was the Federal Reserve Board’s abrupt 
ending of the 144% preferential discount rate on 
short term government obligations, originally insti- 
tuted as a war measure, to give Treasury certificates 
a little greater appeal to banks and thus command 
small premiums in the marketplace. 

This action on the part of the Reserve Board has 
been generally interpreted as evidence that the 
Board feels that the prolonged downtrend in money 
rates has gone far enough, and that the brakes 
should be applied as an anti-inflation measure. The 
Treasury, on the other hand, is traditionally in favor 
of the lowest possible rates to ease its burden of 
financing the Federal debt. 

All of which brings to the fore the role of the 
Federal Government and particularly the Treasury, 
in determining money rates. The Government, of 
course, wields a tremendous leverage on money mar- 
ket operations through its various fiscal controls, 
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and under war emergency circumstances, it can dic- 
tate terms almost completely, as the market is not a 
free affair. But with a return to freer market condi- 
tions, underlying economic forces will eventually ex- 
ress themselves, at least to a degree. While the 
Federal Government is potent in its money market 
influence, it is not omnipotent. It must be recalled 
that the official “easy money” policy of the nineteen 
thirties and *forties was abetted by strong economic 
forces working toward the same end. But, by the 
same token, any material change in these basic condi- 
tions will eventually have its counterpart in the 
money rate structure to some extent, regardless of 
Government controls. 

Foremost among the long term influences making 
for the thirteen-year diminution in yields has been 
the piling up of excess reserves in the banking sys- 
tem. This accumulation of idle funds seeking em- 
ployment, arose, in turn, from several sources, chief- 
ly the revaluation of the gold dollar in the early 
nineteen thirties, record imports of gold and capital 
funds seeking refuge from troubled Europe, and the 
Treasury’s own fiscal policies, whereby bond sales to 
commercial banks expanded the credit base, creating 
still more excess reserves. 

But this prolonged accumulation of idle funds 
finally reached its peak in October 1940, when the 
credit surplus aggregated $6,940 million, and the 
trend has been in the opposite direction ever since. 
Reserves now stand at about only $900 million, or 
less than one-seventh their all time high. Of course, 
even the present volume of unused funds is well in 
excess of requirements, and thus constitutes a source 
of pressure on capital rates, but what is really sig- 
nificant is that the trend of reserves appears to be 
still downward because some of the forces which or- 
iginally caused their expansion 
have been reversed. For one 

















Pertinent Statistics on the Money Market 
YEAR GOLD IMPORTS GOLD EXPORTS *EXCESS RESERVES 
(Millions of (Millions of (Millions of 
Dollars) Dollars) Dollars) 
810 576 
367 859 
53 1,814 
2 2,844 
28 1,984 
46 1,212 
6 3,205 
0.5 5,209 
5 6,615 
0.06 3,085 
0.1 1,988 
33 1,236 
959 1,773 
200 1,498 
*YEAR-END DATA. 














that a still further reduction in the public debt 
will take place later this year, since the Govern- 
ment will probably use for this purpose the sur- 
plus cash it received through recent Victory Loan 
financing. Treasury borrowing, therefore, will be 
primarily for refunding purposes, with little or no 
new money operations, the first time in fifteen years 
that this has been possible. 

Hence, just as the prolonged period of Federal 
debt expansion helped to swell the backlog of unem- 
ployed funds, a return to debt retirement will tend 
to diminish them. Such reduction will, undoubtedly, 
be very gradual, but the really significant point is 
that here is still another signal that the combination 
of forces which generated a thirteen-year attrition 
in investment yields are gradually losing their 
potency. The consequences of such changes will, of 
course, be slow in manifesting themselves, but the 
fact that changes are in the making, coupled with 
the more positive stand of the Federal Reserve, 
against extreme cheap- (Please turn to page 247) 





thing, repatriation of foreign 
capital in the next several years 
will tend to reduce the backlog 


of idle funds, just as the original i 
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imports helped to expand them. 

Of still greater importance 
are new developments in the 
Treasury’s fiscal position and 
its operations. For the first 
three months of 1946, the Treas- 
ury showed a surplus of about a 
quarter of a billion dollars, con- 
trasting sharply with its long 
record of deficits in recent years. 
Aided both by increased rev- 
enues and Federal budgetary 
retrenchment, there is reason to 
believe that the fiscal year 1946- 
1947 might see the Federal 
budget balanced on a cash basis. 

Moreover, instead of having 
to enter the open market for ok 
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new funds, the Treasury was m 
able to retire some $5 billion of | = =~ = = 
its outstanding indebtedness, g 
and will call in about $4 billion ° 
more in June. Prospects are 
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By P. T. SHELDRICK 


HE WAVE OF STRIKES which 

have plagued American in- 
dustry since the end of the 
war, of which the coal stop- 
page is only the latest in- 
stance, has done much to re- 
tard reconversion. Were it 
not for these deliberate ob- 
structions, a substantial in- 
dustrial boom would be under way to the benefit of 
everyone concerned. 

But businessmen and investors are beginning to 
inquire uneasily whether the worst is really past, or 
whether a period of intermittent labor troubles will 
extend well into the future. Where is all this head- 
ing? Will labor peace ever become a reality, or will 
business recovery be throttled by one demand after 
another by politically dominant labor czars? Upon 


Conditions have deteriorated to a point where 
dictatorial "labor czars" have emerged to defy 
the Government and threaten the nation's economy. 

Photo by Harris & Ewing 
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A struggle for power between rival labor groups 
and philosophies underlies current industrial strife. 


the answer to these questions hinges not only the out- 
look for industrial recovery, but the country’s eco- 
nomic existence. One has only to consider the effects 
of the coal strike to realize how one strike in a 
strategic industry can affect virtually every home 
and business in the nation. 

To appraise the real implications in the labor 
picture, one must probe beneath the mere surface in- 
dications and the strikes themselves, which are only 
symptomatic. Underneath the bewildering labor 
pattern is a struggle for power between strong per- 
sonalities and diametrically opposing philosophies. 
It is no longer the traditional clash between “labor” 
and “capital,” but between sharply contending 
forces within the labor camp. In fact, the breach 
between these two main factions, and the philoso- 
phies they represent, is far greater and more signifi- 
cant than ever existed between management and the 
old-line labor forces. 

Stated specifically, a showdown is developing be- 
tween the relatively conservative A. F. of L. organi- 
zation, and the radical C.1.0.-P.A.C. alliance. The 
latest phase in the decade-long struggle for domin- 
ance between these two rival groups is the shift in 
activities to the South, where both organizations are 
instituting an all out membership campaign. Backed 
by millions of dollars from their well stocked war 
chests, the two groups will endeavor to recruit mem- 
bers from various southern industries, especially 
where union membership has, up to now, been weak. 

The chief selling point put forth by both groups 
in attempting to lure organized members into the 
union ranks will be higher wages. In this respect, 
southern labor is notably vulnerable, particularly in 
view of the wage differentials existing between the 
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south and the rest of the country. Each organiza- 
tion will “point with pride” to what it has accom- 
plished for workers in other industries in recent wage 
disputes. And herein lies the secret of the wave of 
strikes—recent and prospective—each organization 
striving to get maximum terms for its members as a 
talking point for further membership drives. Thus, 
the A. F. of L. will use for leverage the terms won 


-by Mr. Lewis for his United Mine Workers, who 


recently rejoined the Federation. The C.I.0O., on 
the other hand, will make capital of the wage in- 
creases they secured for their members in the auto- 
mobile, steel, oil and textile strikes. 

What does all this connote for American business, 
or still more importantly, what is its implication in 
the larger sphere of the free enterprise system? The 
results will be highly significant in every respect, but 
because the labor situation has such varying ramifi- 
vations, it is necessary to analyze 
its various facets. 


tics will hamper business will depend primarily upon 
the industries involved. Anything affecting a key 
industry can have a paralyzing effect on the entire 
business situation, as the steel and coal strikes 
clearly demonstrated. 

Still another long range consequence of the south- 
ward drive is the impact upon the economic life of 
the southland. It is still too early to anticipate the 
full effects, but certainly the results will be revolu- 
tionary. Industrialization of the south has been ac- 
celerated in the last two decades, but what attracted 
many industries to this area were lower labor and 
production costs. Should a prolonged period of 
labor restiveness and rising wages threaten, the 
southward trend of industry might be retarded or 
even halted. 

Thus, even on the most optimistic prospects, in- 
vestors and business management will have to gird 
themselves for an indefinite per- 
iod of labor restiveness. Unfor- 





























One of the most significant as- tunately, there is little that the 
pects is the political impact of the baal business and investing public can 
intra-labor conflict. The C.I.0.- ) = do by way of defense. For reasons 
P.A.C., having been favored and ( AY of political expediency, the Ad- 
nurtured by the Roosevelt ad- a Y =. § ministration will “let labor have 
ministration, is in a strategic posi- G Max ay its way,” and may be expected to 
tion in many respects. Mr. Tru- + 7 A —e defer to the C.I.0.-P.A.C.  fac- 
man, as Mr. Roosevelt’s successor e — tions as long as it is profitable to 
and political heir, finds himself in do so. 

a dilemma in dealing with the N ] Thus, the whole question re- 


C.I.0.-P.A.C. combine. Despite 

his lack of ardor for the C.I.O., 

Mr. ‘Truman must bargain for its support in 1948, 
if he is a candidate. Indeed, Mr. Hannegan seems 
convinced that his candidate could not win in 1948 
without C.I.0.-P.A.C. backing. 

However, this picture could change materially if 
the A. F. of L. forces gain the ascendancy in the 
struggle now under way. One factor strongly in 
favor of the A. F. of L. is its big membership plur- 
ality in the South, 1,800,000 members as against 
some 30,000 claimed by the C.I.O. Another possi- 
ble offset to the C.1.0. drive, politically speaking, is 
the effect on the southern Democrats. Traditionally 
conservative, they resent and fear any further ad- 
vances by the left-wing dominated C.1.0., particu- 
larly in their own section of the country. But it is 
much too early to foresee the final results in the 
political realm. 

The probable effects on industry and business as 
a whole are somewhat more discernible. For one 
thing, the labor picture will be seething with unrest 
for some time to come, which will break out into 
sporadic waves of strikes. As the A. F. of L.-C.1.0. 
battle is joined in the South, jurisdictional disputes 
are bound to follow, with at least local walkouts a 
probable result. Added to these demonstrations will 
be the usual strikes for higher wages and demands 
that employers sign union contracts. 

Effects on the economy as a whole will be far- 
reaching. As we all realize only too acutely, strikes 
have a way of spreading overnight, so that purely 
local disputes in the South may suddenly become 
nationwide walkouts. The extent to which such tac- 
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solves itself into the question as to 
which organization in the labor 
field finally emerges dominant. Certainly, this issue 
is not going to be decided even by the outcome of the 
coming fight in the south, although that may well 
have an influence on the ensuing trend of events. 
At this point, it may be well to consider in some 
greater detail just what philosophies the two or- 
ganizations represent and what are their ultimate 
goals. Not only economic but far-reaching political 
implications are involved. The A. F. of L., heir of the 
Gompers-Green-Woll traditions, represents the old- 
line conce, ts of American trade unionism. It favors 
the free enterprise system, (Please turn to page 247) 








191416 Wage Grants 


1945 1946 

Industry Hourly Wage Hourly Increase 

| Aluminum $1.00 $.18!/2(a) | 
Automobile 1.21 18'/2 (a) 
Cotton Textile .... .70 10 (a) 
Electrical Mfg. .............. 1.02 18! (a) | 
Meat Packing .......... . 85 16 (a) 
Men's Clothing .87 5) (a) 
Non-ferrous Mining & Mfg. 1.00 18 (a) 
a fil Cae 1.27 23 (a) 
Railroads. 91 16 (b) 
RGB os. cctacxv nee eater: wae TGS 18!/2(a) 
Shipbuilding ....... Satta Ae 18 (a) 
NCC | ARR Nee ee eee nn | 0) 18'/2(a) 
Telephone Seer h eeRe cate 97 17'/2(c) 
Woolen Textile .......... eee 86 15 (a) 

(a)—C.1.O. (b)—A.F.L. (c})—Independent. 
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The Struggle for 





WORLD MARKETS 


Vast new horizons and new concepts characterize 
the foreign trade outlook, with diverse economic 
and political forces at work. But whether des- 
structive rivalry or constructive commerce will 
realistic 
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statesmanship. 





capacity located within its borders, is 
in a unique position to satisfy the 
world demand for goods. Our com- 
mercial exports are already moving 
abroad atthe annual rate of $6.5 to 
$7.0 billion, a rate exceeded only in 
1919 and 1920. Just now the ob- 





By V. L. HOROTH 


c CAN SCARCELY BE SAID that at the moment a 
struggle for world markets is going on. On the 
contrary, it would be much nearer the truth to say 
that the world is engaged in a scramble for goods 
and particularly for our products. For some time 
to come, the world will need more than normal quan- 
tities of equipment and tools if the wartime- 
destroyed industrial plants are to be re-equipped. It 
will need more than normal quantities of consumers’ 
goods to satisfy the food and clothing requirements 
deferred during the war. At the same time, the 
great wartime dispersion of wealth—gold, dollars 
and pound sterling—has increased purchasing 
power and has created a demand for industrial goods 
in corners of the earth which were scarcely touched 
by trade prior to World War II. The United 
States, with some 45 per cent of the world industrial 
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stacles to further expansion of our 
exports seems to be a general short- 
age of exportable goods and restric- 
tions on the part of foreign countries 
as to the use of available dollars. 

Clearly the immediate prospects are for consider- 
able expansion of world trade, and for that reason, 
*o talk at this point about the coming struggle for 
world markets may appear a bit premature. Re- 
gardless of the magnitude of world trade, the compe- 
tition for export markets would, of course, be bound 
to appear at some point in the future, for, once the 
war-torn plants are put back into operation, the 
world is sure to have a much larger productive capa- 
city than it had before the war. 

However, the point that this article wants to em- 
phasize is that, in spite of really excellent prospects 
for our exports in the immediate future, there have 
been developments which deserve serious considera- 
tion. They may not interfere with the expansion 
of our exports for some time, at least not while the 
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deferred demand for goods is being satisfied. But, 
unless we wake up to the disastrous consequences of 
these developments on our economy and on world 
markets, and unless we unite with other countries 
and particularly with Great Britain to combat them, 
we may find our bargaining position in the coming 
struggle for markets greatly weakened. We may 
find that our plans, our efforts for the liberalization 
of foreign trade and for the expanding world econ- 
omy will have been in vain. 

What has been happening? The political devel- 
opments of the last few months, the widening gulf 
between the Western Democracies on one hand and 
the Soviet Union on the other, and the danger of an 
open breach between them have once more sown fear 
of war in the hearts of men. The program for the 
pacification and reconstruction of the Continent of 
Europe—which, after all, remains one of the key 
areas in the world—have been sadly bungled, and as 
far as Central and Eastern Europe is concerned it 
has already come to grief. The will to cooperate 
there, politically and economically, has disappeared 
in the atmosphere of mutual mistrust, for, as the 
London Economist puts it, why rebuild, if the armies 
may pass this way tomorrow, why be conciliatory, if 
your “friends” may cross the frontier next week. 

The working of the new Soviet “socialist” imper- 
ialism on the Continent of Europe has become only 
too obvious. ‘The aim seems to be to bring about 
confusion that would breed and strengthen political 
radicalism hostile to the policies of the Western 
Powers. By blocking the unification of Germany, 
by preventing the four occupation zones from trad- 
ing with each other, the Soviets have been working, 
not for rehabilitation, but for the disintegration of 
the Reich’s economy. In turn, the disastrous situa- 
tion in Germany is holding back the economic revival 
of Western European countries, where the Russians 
have been encouraging the left extremists to demand 
the extension of government controls and the nation- 
alization of leading indus- 
tries. 

In Eastern and Central 
Europe, already within 
the Russian orbit, it will 
take years to untangle the 
economic chaos created by 
senseless nationalization of 
all the more important 
private enterprises. Mean- 
while throughout the en- 
tire Danubian Basin, 
where once important raw 
material and _ foodstuffs 
surpluses were produced, 
the standard of living is 
rapidly declining to the 
level prevailing in the So- 
viet Union. At best, only 
a small proportion of bus- 
iness and foreign trading 
will be returned to private 
enterprise. 


The threat of a break- 
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Percentage Distribution of Exports and Imports 
by Leading Countries and Areas 
1936-38 1939-41 1942-44 1945 
Country and Area Average Average Average Total 4th Quarter 
Exports 

I  Sevcceenterrsteccncsoien 15.3 17.8 11.9 12.0 15.4 
American Republics .... 16.3 17.3 7.3 12.9 19.9 
United Kingdom .......... 16.8 25.5 34.8 22.3 8.1 
MESSING? cactadssccaiaccageins 1.6 2.0 22.4 18.7 6.2 
Continental Europe .... 22.9 10.9 2.1 14.8 31.5 
Africa and Near East.. 5.4 7.1 10.3 6.4 7.1 
ee RS aacesetcescecessancs 18.8 16.3 9.6 11.2 9.3 
Other Countries ... 2.9 aan 1.5 1.7 2.5 

TORO rccesccncesserccccee 100.0 100.0 100.0 100.0 100.0 

Imports } 

Cadel obi 13.9 15.9 29.9 27.3 23.6 
American Republics .... 21.8 25.9 38.7 39.2 36.4 | 
United Kingdom .......... 7.0 5.3 3.2 2.1 2.1 | 
Se csisinsecnccscnerccoeces 1.0 & 1.0 1.3 5 | 
Continental Europe .... 20.4 9.1 3.0 6.1 11.5 } 
Africa and Near East.. a9 6.1 8.3 10.8 11.6 
eee wi ceticec ccs 34.4 12.9 10.3 11.1 
Other Countries 2.4 3.0 2.8 3.2 

1 enone 35 100.0 100.0 100.0 100.0 
Source: Bureau of Foreign and Domestic Commerce. 














up and even a clash between the Western Allies and 
the Soviet Union has been a boon to the protagonists 
of economic nationalism, an economic philosophy 
synonymous with war economy, the extension of gov- 
ernment controls, the lowering of the standard of 
living, and the contraction of international exchange 
of goods. Thus, in addition to succeeding in cur- 
tailing the geographic area left to the private enter- 
prise system, the Soviet imperialism is becoming a 
serious obstacle to the efforts aiming at the liberali- 
zation of trade in the areas outside of the Russian 
orbit. 

Can the present dangerous trend, which may end 
in the splitting of the world into Anglo-American 
and Russian spheres, constant clashing with each 
other on almost every issue be prevented? Can the 
countries now gravitating toward the Russian orbit 
either under pressure (Please turn to page 244) 





‘appening tn Washington 





Phote by Cushing 


By E. K. T. 


PUBLIC AGENCIES need no sympathy in the battle 
of lobbies. They are capable of a mighty effective 
job at organizing opinion as will be illustrated when 
rationing returns several months hence. LaGuardia 
laments failure to meet UNRRA food quotas, cites 
sugar as an exception, never fails to remind: ‘We 
have sugar rationing!” He urges the public to 
write Secretary Anderson, demand food “‘setasides.” 
Anderson already stands for that. But the letters 
are convincing when presented to congressional com- 
mittees. That’s their real purpose. 





WASHINGTON SEES 


Congress has been engineered into a position 
where it must abandon the idea of going home 
this summer without enacting labor legislation 
and the unions have John L. Lewis to thank for 
it. He pulled the plug that loosed the nation- 
wide demand for action. 

The fine art of timing which stood Lewis in 
good stead in the past failed him this time. His 
truce with the mine operators (and the govern- 
ment) came after the White House and the 
Capitol had decided to move together. True, a 
government writ of seizure doesn't bring coal to 
the surface, but when it is coupled with legis- 
lative threats to take away a quarter of a 
century of hard-won union benefits, it can be 
effective. Also, issuance of orders curtailing 
parcel post service, later withdrawn, served to 
make clear to the country that the "'strike 
against the government" was a fact. 

John L. Lewis waited too long. He encour- 
aged others to ignore public convenience and 
necessity, forced Washington's hand. In pros- 
on are many more strikes. Chiefs of the 
ongshoremen, maritime workers, railway workers 
and the teamsters, to mention only a few of the 
dozens which have voted strikes, were planning 
to out-do Lewis. If he had been "going it alone" 
he might have been appeased and forgotten 
until next time. But his example was being fol- 
lowed by too many for national safety. 











GOVERNMENT OWNERSHIP of the railroads has not 
been brought any closer to realization by the events 
of the past month. As usual the Brotherhood of 
Railroad Trainmen seized upon labor strife of em- 
ployees’ own creation to dust off again the idea of 
socializing the rails and impounding the funds of 
the carriers. It would be a good idea—for the un- 
ions. It would remove the necessity of operating 
with a fair profit return, for congress could always 
make up the deficit, and the politicos could pursue 
the pleasant practice of keeping the constituents 
happy with generous payrolls met by the Treasury. 
Shippers, too, might have enjoyed the subsidies. But 
the experience of World War I operation by govern- 
ment still stands as a warning to wiser heads in 
Washington. 


SENATE DELAY in approving the loan to Britain de- 
feated some of the principal purposes of the financial 
arrangement by holding back many rehabilitation 
projects in England but the principal harm flowing 
from the prolonged debate was the series of critical 
speeches which, the State Department apprehends, 
has alienated some friends abroad, further lessened 
international good will. Reports are leaking out of 
London that the government is not as inclined today 
as it was several months ago to make the broad trade 
concessions which had been tacitly agreed upon. 
Washington is diplomatically reminding that lethal 
amendments which had barter as their base were re- 
jected—proof of friendship. 


DRAFT LAW will be saved before the expiration of 
the “stop gap” extension period. Domestic and for- 
eign implications are coming into sharp outline, fore- 
ing the hands of the lawmakers. Emphasis upon the 
fact that the basic law must exist if returning veter- 
ans are to have job security was responsible for 
initiating the temporary extension. Support is be- 
ing added by the reminder that friendly nations 
abroad are watching; that they will infer from re- 
fusal to continue the law that the United States is 
not serious enough in its new-found internationalism 
to back up its world responsibility with anything 
more tangible than words. 
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Go home, is blunt suggestion by the State Department to 
represen tatives Fags foreign governments who man purchasing com— 
missions in this country. Useful during the war, they serve no 

necessary business purpose today, should fold up, ran the message 


to a dozen offices including largest of them all, United Kingdom. 


























Fact that it became necessary for the Department to take 
formal steps shows those nations entertained the hope of string— 
ing along with the relatively easy methods of wartime when in— 
fluence of a friendly government blanketed over what actually 
is a purely commercial transaction in many instances, smooths 
the path, often cuts the cost. 

















Speaking plainly, this government called for immediate 
return of private commercial channels in international trade. 
Least affected of all will be the Soviet Wartime Purchasing Com— 
mission. Russia's trade, even before the war, was conducted 
here through “enterprises which were ‘public in character. That situation arises from 
nie the very nature of that government. USSR has been told that trade with the United 
of States should again be carried on by an agency or agencies incorporated in one of 
wt the states of the United States. 
un- 
ing 
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Cooperation between American and Russian industrialists abroad is closer 
than between diplomats of the two nations. Industry experts from both countries are 
cataloging seized German scientific and technical information, evaluating it. 

















nts However each country has only part of the picture in its zone of occupation, 
ry. no part is wholly useful until fitted in with the others. Not only has such exchange 
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of information been worked out but also, the U.S. Commerce Department is informed, 
the Soviet experts are supplementing where necessary with data from their own patent 
files. 








Senate finance committee act of reducing the statutory debt limit from 300 
al bilion to ate billion dollars may have some psychological value but fiscal experts 
Sais here point out it doesn't even accomplish what it pretends to do. 

















=e Existing public debt actually is above the 275 billion dollar figure, but 
there's a 10 billion dollar leeway which the senate committee failed to point out, 
i but which is of concern to those who thought the reduction meant end of deficit 

of spending, approach of balanced budget. Heretofore, national debt was carried on 
ex: the books at maturity level; under revised rules, unearned interest is excluded from 
ade the debt—limit computation. And that means 10 billion dollars now. 
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Army and navy actually are merging, industrially — and they're doing it 
voluntarily. The Army Industrial College which has trained officers to cope with 
the problems of wartime procurement, industrial mobilization, since 1924 will be 
. known from now on as The Industrial College of the Armed Forces. It means greater 
ol uniformity in methods, specifications and procurement; will make doing business with 


oi the government much more satisfactory. 
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the Opinion is growing in the Capitol that some of the shouting about Congress' 
er- failure to do something about the housing crisis may be a red herring. Bureau of 
for Labor Statistics show 171,000 dwelling units were started in the first quarter of 
a 1946, and the rate is accelerating. 

re- If private building averages 180,000 "starts" for the four quarters, a total 
sis of 720,000 units will be achieved. Housing Expediter Wilson Wyatt had set his 1946 
ism target at. 700,000 conventional type units, not counting temporaries and prefabs which 
ing aren't, handled by the dwelling constructors anyway. 
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Aviation industry has an important stake in the Federal Aid airport Act just 
approved’ by the President, “making available 500. million ‘dollars of federal money, 
over a seven-year period, to assist state and local governments in puilding air— 
ports. However, at least one year will be | Eounared for planning before the program 
gets under w way in earnest. 


Need for this undertaking is seuaiiveted by the fact that aviation has 
grown 1,000 per cent in the past 10 years, measured in terms ms of Pilots, planes and 
miles flown, while airports have increased D; by only 70 percent. Goal of the new ap— 
propriation is 3,025 new airports and improvement of 1,625 fields. There are 4,100 
airports in the United States, including military fields and landing areas that offer 
only most rudimentary accommodations. 


Federal government will pay half the cost of construction jobs it approves. 


The formula for measuring necessity will give weight to both population and area for 
for the most part. But 125 million dollars may be spent at the discretion of Civil 














































































Aeronautics Authority to establish effective links of ports across the country. Ts 
Permanent Office of Price Administration, say some of its opponents, is the ae 








real objective behind the drive for extension. That argument was made during house 
debate, was laughed off. 


Came, however, James B. Carey, chief spokesman of the Congress of Industrial 
Organizations, appearing before the senate committee considering the legislation. 
Carey, say OPA foes, let the cat out of the bag. The Office of Price Administra— 
tion, the CIO executive told the senators, should not be regarded as a wartime or 
emergency agency, but rather as one which could and should correct economic inequities. 




























































"More planned economy," shouted congressional critics of price control. CIO —¢ 
headquarters renounced; it was Carey's own comment, not an official declaration of P 
the union, the central office said. —Cc 

The 1946 session of the House of Representatives saw the trend toward disre— will 











gard of party lines go so far that effective control was lost by the leadership of 
both parties. Democrats suffered most from the defections; they, as the party in 
power, were charged with engineering an affirmative program. 


The breakaway on both sides of the aisle actually began with the convening of Fr 
the 79th session in 1945. It was accentuated after the "Truman honeymoon" had ac 
























































passed. Examination of records shows 46 consistent dissenters from their party and ind 
156 who tossed aside the party label on frequent occasions. 
ry 

Nominally the democrats could count on 238 of their political faith and. the het 
republicans on 191. Yet the republican leadership has been able to rally more of its apa 
members to the party line than the Administration forces could. Of members who voted I 
for their "home team" 90 per cent of the time, the democrats can count 106 and the mer 
republicans 121. an ¢ 
S100 

Generally regarded’ as a two-party house, the 79th session witnessed the aa 











équivalent of a three-party membership — democratic, republican, and coalition. 


Breakthrough of party lines has been so severe that straight party votes are 
practically non-existent. In the 79th congress, there were only two record votes in 
which every democrat present voted one way, every republican present voted the other: 
the republican for and the democrats against giving equal representation on the 
Pearl Harbor investigation committee; the republican motion to strike out worldwide 
information service from the State Department budget. 






































Republicans weren't without their grief: only eight per cent of the members 
had "perfect records." Democrats counted 12 per cent of their membership dyed—in— 
the-wool. 
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to expand consumer demand 





Industries where research and technological developments are likely 
indefinitely hold unusual promise. 


Growth VS. Apathy 


—Companies Favored by Dynamic Growth 
Potentials 


—Companies Benefitting from Cyclical Expansion 


—Companies in a Static or Declining Phase 





By H. M. TREMAINE 


alata POLICY AT THIS TIME must take into 
account the relative growth prospects of various 
industries and how they are likely to fare in the years 
directly ahead. Perhaps never before in this coun- 
try’s history has it been so necessary to discriminate 
between growth industries and those likely to be 
apathetic, or even retrograde. 

For the past several years, investors and business 
men have been looking ahead to the “postwar” world, 
an era painted in roseate hues, with “dynamic expan- 
sion” the keynote. But it is daily becoming evident 
that not all industries and organizations are going to 


share alike in whatever prosperity may develop. It 
is necessary, therefore, to probe into the economic 
factors underlying each industry to determine 
whether the best earnings years are yet to come, or 
whether the income peak has past. Proper selection 
between the two spells the difference between invest- 
ment success and failure. 

The degree of growth potential of an industry or 
a company can only be appraised by the market it 
serves. Demand for a company’s products or ser- 
vices may be influenced by any number of circum- 
stances: changing economic conditions, technologi- 
cal innovations, shifts in styles, and fashions or, fre- 
quently, the creation of a new product or utility. 
Sometimes, too, industries long in a declining phase 
suddenly stage a revival, as evidenced in recent years 
by the phonograph record trade. 

The war introduced many changes and innova- 
tions which will accentuate growth influences. Sud- 
denly called upon to turn out goods in quantities 
previously considered impossible, American industry 


As long as consumer demand continues to outstrip production and 


the national income remains high, these industries should prosper. 


























































Companies With Long Term Growth Potential 
Net Per Common Share 
Pre-War War 1945 Recent 

COMPANY BUSINESS 1935 1936 1937 1942 1943 1944 1945 Dividend Price 
Abbott Laboratories Drug $1.77 $2.10 $2.38 $2.76 $4.19 $3.43 $3.57 $2.20 $78 
American Airlines (a) ........ Ale Transport  ......ccccccsccoess def.27 Nil def.03 63 52 -66 .67 -20 18 
American Home Products.... Drugs 2.57 3.81 3.88 4.87 5.16 4.74 5.28 3.00 120 
Carrier Corp.  .ccccoccsscsscceeseess Air Conditioning. .............. def1.41 1.30 -64 1.52 1.73 2.73 54 Nil 28 
Cel Rayon 8.50 8.69 8.52 3.43 2.83 2.87 2.83 2.00 73 
Container Corp. Containers 1.89 1.97 2.28 2.94 2.80 2.64 2.59 1.50 50 
DuPont INO « Sccinsveonscstucsponmeunaens 5.02 7.53 7.25 5.07 5.59 6.60 6.29 5.25 209 
Firestone Tire & Rubber...... Rubber, Retailing 1.53 3.28 3.33 5.04 6.40 7.34 7.42 2.50 77 
General Foods ............::::00+ Food products .... 2.23 2.71 1.75 2.39 2.42 2.14 2.36 1.60 54 
Monsanto Chemical ............... Chemicals ee 3.85 4.01 4.40 3.75 3.56 3.30 3.49 2.25 156 
PE GONE cinicererosecsscce ... Petroleum ........... “a 2.00 1.63 2.49 2.47 2.50 3.13 2.64 75 27 
Solar Aircraft Jet Propulsion joes ta (c) «(¢)  .10fe) -78 1.52 1.91 1.65 -60 25 | 
Sylvania Electric Products..Electromics  ............:csssssses 1.66 2.25 1.79 1.76 1.83 2.04 2.05 1.25 37 | 
United Gas Corp Utility def.56 -25 def.19 -67 .87 .84 65 19 
(a)—All figures adjusted for 5 for 1 split April 17, 1946. def.— deficit. 
(c)—Company incorporated July, 1936. (e)—For period August 13, 1936 to April 30, 1937; for year ended April 30, 1938, earned $.17. 

















experienced an enormous expansion in plant facili- 
ties, equipment and labor force. Together, these 
factors constitute a tremendous potential for peace- 
time production, which some industries and organi- 
zations will be able to utilize to good advantage. In 
other instances, the production facilities augmented 
by the war will be relatively little employed. In 
evaluating wartime expansion, however, it must be 
remembered that not all such enlargement was a 
matter solely of increased plant capacity or physical 
equipment. Of equal, or probably even greater im- 
portance, are such factors as development of new 
technical skills and “know how” by various indus- 
tries, increased productivity per worker, and better 
trained personnel in many respects. 

Bearing in mind that the matter of growth pros- 
pects is relative, the following tabulation indicates 
the industries with the more promising outlooks in 
contrast with those having least appeal. For pur- 
poses of clarity, the growth companies are segre- 
gated into two groups — those likely to show good 
cyclical gains in the next two to three years, and 
those whose expansion should continue even beyond 
that period. 





CYCLICAL STATIC FOR 
EXPANSION DECLINING 
2-3 YEARS 


LONG TERM GROWTH 
PLUS CYCLICAL 
EXPANSION 





Advertising Aircraft 
Agricultural Equipment Aircraft 
Autos and Parts Engines and 
Building Supplies Accessories 
Electrical Equipment Coal Mining 
Household Appliances Explosives 
Industrial Machinery Shipbuilding 


Air Conditioning 

Air Transportation 
Containers 

Drugs and Cosmetics 
Electronic Equipment 
Food Products 
Industrial Chemicals 


Jet Propulsion Metals Small Arms 
Petroleum Products Office Equipment 

Plastics Paper 

Rayon and Related Fibres Rail Equipment 

Utilities Retailing 





The industries having both long range as well as 
cyclical growth prospects comprise a varied group, 
embracing consumer and capital goods producers 
alike. Some, like jet propulsion and many elec- 
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tronics products, are comparatively recent develop- 
ments ; others, like drugs, foods and utilities are long 
established, but show successive growth stages over 
a period of decades, with no indication yet that the 
secular expansion is nearing its peak. 


Air conditioning is an example of an industry with 
dynamic growth prospects, as its rate of expansion 
will be rapid once it can penetrate the residential 
field on a large scale. This depends largely upon 
price, but meanwhile it is making notable strides in 
the commercial and industrial markets. 


An industry well able to capitalize on its war par- 
ticipation is air transportation. Its wartime expan- 
sion was not so much in terms of plant enlargement 
as in the realm of new skills and experience acquired, 
which probably advanced the airlines’ development 
from ten to twenty years. Airlines heretofore purely 
domestic became ocean-spanning carriers, reducing 
the transatlantic crossing to a mere routine of a few 
hours. Experience in handling new cargoes was an- 
other by-product of war origin, which will stand the 
‘arriers in good stead in the years ahead. Traffic 
volume—both of passengers and cargoes—will un- 
doubtedly establish new peaks in the next five years, 
but still further growth is contemplated after that. 

Other instances of “dynamic” growth industries 
are electronic equipment, jet propulsion and certain 
plastics lines, where earnings development will be 
rapid once they pass from the technology stage to 
mass production and mass marketing. 

On the other hand, there are the industries whose 
rate of expansion will be less vigorous, but whose 
peak earnings periods are still many years away. 
Included in this group are certain consumer goods 
trades whose long term growth is attributed to the 
population increase and rising per capita usage of 
various products. Industries in this category in- 
clude containers, drugs and cosmetics, food products, 
rayons and related fibres. But there are certain 
heavy industries which also may be listed in this 
section, such as industrial chemicals, petroleum prod- 
ucts, and electric utilities which are characterized 
by gradual but persistent expansion. 


A radically different situation exists in the group 
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——= offering cyclical growth opportunities. Not only below their wartime levels, although the industry, as 
does this category embrace diverse types of indus- a whole, is favored by a strong accumulation of or- 
tries, but the respective factors contributing to the ders for peacetime goods which will take it through 

_ good cyclical outlook are of basically varying char- several years. 

“en acter. Even within certain industries—like indus- In the metals industry, the magnesium and alumi- 

$78 trial machinery—there are opposing forces at work. nym producers have excess capacity which will 

= mence, — eet ge ” twill be ”" Papen: in~ probably be unused for some time, notwithstanding 

28 ggcidangy li gcweP ema oie e made on these the large peacetime demand for these items. In cer- 

73 situations from the investor standpoint. tain respects, the “light metal” companies have long 

50 Broadly speaking, the one common denominator ~ th Ent lt alain Rade 

pad featuring the durable goods makers in this group is *“"S©, STOW’ IMPhecations, dat surprus sroews 

7 CO - : 5 re over from the war are large, and these metals will 

sa | | the huge backlog of orders to which they return “ale te with oth cle psine ; d 

56 || f after reconversion from war production. In nearly cat i a yhen su meron ee Ch is Pp ae wh 

rid | [every case, their contribution to the war effort re- @4® dreading sp randoonathee- ie eraiagrsag Ppl 

37. || | quired tremendous expansion of plant, equipment "num Company of America and Reynolds Metals 

19 and personnel, and the manufacture of essentially will have to await a period of transition before cash- 
war products. With the ending of the war, these ig in on the cyclical business upturn. 

517. manufacturers were able to turn back to the Gov- Merchandising trades like advertising and retail- 
ernment the plants and equipment financed by the ing will benefit directly from the record volume of 
Defense Plant Corporation. In those instances consumer expenditures as well as the promising po- 

elop- | where they expanded their own facilities as well, most tential for business as a whole in the next few years. 

‘long | companies in this group are able to utilize the aug- With advertising appropriations likely to reach the 

over } mented capacity to good advantage. This is gener- unprecedented level of $3,000,000,000 this year, the 

t the | ally true of the agricultural equipment, automobile, various ad-carrying media will prosper substanti- 
auto accessory, electrical equipment, household ap- ally, particularly newspapers and periodicals, which 

‘with | pliance, industrial machinery, metal, office equipment can expand their circulation, as compared with radio 

nsion } and rail equipment manufacturers. broadcasting companies, which have a fixed amount 

ntial ‘ of advertising time to sell. All segments of retail 

_— ns npeneiy St ee aes trade—mail order, chains, variety and department 

les in ar ; , stores—will experience high sales volume for the 

But even within this group there are certain para- NP ie Cie ng Ag NE PE “Se 
.._ | doxes which merit attention. Some auto accessory mens several years, akied, m many instances by more 
an 0 . ’ efficient distribution methods. 

pan- producers, like Bendix Corp., for example, face ex- © : : : F ’ 

ment | cellent business in their auto parts division, but will The third, or static, oe of industries have - 

ired, | have only the merest fraction of their wartime vol- common the fact that all are erstwhile war babies. 
adie ume in aircraft instruments, thus having excess Despite the excellent outlook for air transportation, 
irely | Capacity in the latter division. In the industrial the aircraft manufacturers will receive only minor 
cing machinery industry, output of certain lines such as__ benefit, as a single transport plane has a service life 
few | ¢arth-moving and road-building equipment, com- of about five years and is capable of millions of 

san- | Pressors and specialized machine tools will be sharply service miles; hence, re- (Please turn to page 242) 

1 the 

raffic s ' 7 ig nlaecinmdiaaa : : 

toss Companies Headed For Cyclical Growth 

“ a Net Per Common Share —— — a 

tries a eb a a Pre-War — War 1945 Recent 

‘em COMPANY BUSINESS 1935 1936-1937 1942 1943. «1944 = «1945 Dividend Price 

Chrysler Corp. ...........ccceee PAGING scencslcnstoscscssctstts $8.07 $14.25 $11.66 $3.57 $5.36 $5.70 $8.61 $3.00 $128 

| be | Crowell-Collier (b) Advertising - > Te 1.192.150 1.92«1.96 ‘1.50 44 

e to | Fairbanks, Morse & Co....... DIGSOIS  assiieccecsicesescsnssacessseace 2.47 3.81 3.48 4.47 4.65 4.75 4.34 2.50 75 

Food Machinery Food packaging mach'y.... 2.54 3.30 4.11 4.07 4.62 6.89 6.73 1.55(f) 97 

hose General Amer. Transp Rail equip + 2.64 2.92 4.44 3.27 3.84 3.05 2.73 2.50 67 

hose | General Electric. .............000 Electric Products .............. -97 1.52 2.20 1.56 1.56 1.76 1.96 1.55 46 

vay. | Ingersoll Rand Machinery ccccssccssssecsesene 3.50 6.42 9.83 5.90 4.22 6.17 6.04 6.00 141 

ods | International Harvester........ Agricultural equipment...... 3.28 5.77 6.31 4.95 4.70 4.61 4.42 3.00 92 

the Johns-Manville — ...........:..:.000 Building Materials ............ 2.17 5.13 5.80 6.35 5.27 6.39 5.72 3.25 154 
Big Kimberly Clark. scccscseseseee Paper = mm 3.25 3.69 3.09 3.31 2.00 64 
- Montgomery Ward ............... NN ose cvs ccececvanccnccsessccas 2.65 3.63 3.41 3.65 3.69 3.81 4.12 2.00 98 
vail | National Cash Register....... Office equipment a. a 1.93 2.13 2.03 1.33 1.28 40 

cts, | Pittsburgh Plate Glass(g)....Plate glass ...........cccc 1.33 1.79 2.13 1.27 1.51 1.52 1.53 1.061% 42 

tain Timken Roller Bearing.......... Auto Bearings... 3.10 3.84 4.49 2.68 2.66 2.60 2.22 2.00 58 

this United Fruit sscssccessseeeeneeee Fruits 3.56 4.88 4.08 4.08 3.70 5.04 6.46 4.00 143 

‘od- | (b)—All figures adjusted for 2 for 1 split March 12, 1946. def—deficit. 

ized (g)—All figures adjusted for 4 for 1 split Dec. 15, 1945. (f)—Plus 25% stock. 
| 
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By PHILIP DOBB 


ine RECENTLY ANNOUNCED liberality of OPA in 
granting cigarette manufacturers a twenty-five 
cents per thousand rise in their wholesale prices is 
heartening to shareholders in the large companies 
competing in this field. While to the uninformed the 
advanced rate may sound trifling, fact is that when 
applied to total sales of some 335 billion cigarettes, 
gross earnings in the industry should be swelled by 
approximately $87.5 million. The Federal tax col- 
lector of course will nick this impressive sum, but 
the remainder nevertheless will come in very handily 
to the cigarette makers, who during war years have 
squirmed under an increasingly severe cost-price 
squeeze. In any event, the revised prices brighten 
the outlook for the industry in 1946 considerably, 
especially for the “Big Five” concerns who stand to 
gain a lion’s share of the improvement. 

A good many factors have combined to warrant 
an upping of prices for the producers of cigarettes, 
and as the process will cost the consumer no more if 
he confines his purchase to a single pack, and only a 
penny more in buying two packs at a time, all hands 
should be fairly happy. Indeed, the Government 
itself has a heavy stake in the industry, for a seven 
cents excise tax on every domestic sale of a pack of 
20 cigarettes to civilians bolsters annual revenues of 
the ‘Treasury Department to the tune of around a 
billion dollars, not to mention its toll in the form of 
income taxes. Quite clearly, therefore, any reason- 
able stimulus to the industry is viewed with approval 
from Secretary Vinson, at least, but action by OPA 
has been a bit overdue. 
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Federal purchases 
of cigarettes for the 
armed forces involved 
no excise tax, al- 
though at the peak 
of hostilities, 63% of 
total production 
poured into _ these 
channels, as tobacco- 
hungry civilians were 
aware; currently the 
trend has been dras- 
tically reversed, to 
the broad benefit of 
tax income from ex- 
cise tax stamps. Evy- 
ery day in the week, 
for example, Liggett 
& Myers ‘Tobacco Co. 
alone buys over 
$250,000 worth of 
these stamps. 

More importantly, 
the boost in prices 
was necessary to re- 
store earnings of the 
industry more nearly 
on a level with those 
of prewar, for while 
its wage ratios are 
one of the lowest in 
any segment of the 
economy, leaf tobacco prices in war years soared to 
record heights by registering an advance of over 
90%. With cigarette prices rigidly held to pre- 
war levels, even the advantage of lower sales costs in 
diverting a large portion of production to the armed 
forces could not prevent a substantial decline in op- 
erating ratios for all five of the leading concerns. 
Compared with an average operating margin of 
12.35 per cent for the “big five” in 1940, the figure 
dipped to 7.60 per cent in 1945, although volume 
had approximately doubled. Under the impact of 
income and excess profits taxes, trend of net earn- 
ings naturally was somewhat downward, although 
EPT was not as burdensome as for many other in- 
dustries, and its effect varied a great deal with the 
different concerns under review. 

To what extent tax relief and the recent price rise 
will tend to improve net earnings of the leaders in 
1946, accordingly, is interesting to study. As the 
fiscal year of Phillip Morris ends on March 31, this 
concern will have 11 months in which to reflect the 
benefits, against only 8 months for its four chief 
competitors, who report at the end of the calendar 
year. Volume prospects for the cigarette manufac- 
turers in 1946 are indeed bright. As sales in this 
industry rather closely follow the trend of national 
income, the medium term outlook for full employ- 
ment at high wages supports predictions that de- 
mand for cigarettes may reach record proportions. 
Optimists therefore expect domestic consumption in 
the current year to reach as high as 350 billion cigar- 
ettes, compared with 335 billion in 1945. Returning 
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veterans, women and workers in every class seem to 
be smoking more than ever, and their pockets are 
amply supplied with cash. 

To supply the indicated increasing demand, the 
“big five” are carrying enormous inventories of leaf 
tobacco, value of which runs to nearly a billion dol- 
lars. While much of these burleys and flue-cured 
tobaccos has to be cured over an eighteen-months’ 
period, a sufficient portion is reported available to 
permit production of cigarettes on the expanded 
scale mentioned. In advancing from a price of 
around 17 cents in 1941 to above 40 cents in 1945, 
acquisition of these large inventories has not only 
added tremendously to production costs of the con- 
cerns under discussion but absorbed a very substan- 
tial amount of capital. Fortunately enough, to- 
bacco is considered prime collateral as a basis for 
credit, so that while about 80% of their total assets 
are invested in leaf tobacco, the financial status of 
the “Big Five” is exceedingly sound at present. And 
to facilitate the purchase of the current large inven- 
tories, these leading concerns have issued new stock 
or borrowed at low rates during the past five years, 
to supply some $350 million in working capital. In 
figuring costs and profits, practice of the industry is 
to average costs of all leaf tobacco held in ware- 
houses over a three-year period, thus tending to sta- 
bilize this factor during variations in the market 
price. 

Turning to the current status of the individual 
companies, we will start with the largest, American 
Tobacco Co. Popularity of this concern’s “Lucky 
Strike’ has steadily increased 


pand. True, American Tobacco will not have to al- 
low $4.1 million for excess profits taxes as it did in 
1945, but in the absence of definite information as 
to the company’s 1946 advertising budget, it would 
be wise to stay on the conservative side in estimating 
net earnings for the current year. If the granted 
price rise added only $1.50 or $2 per share to 1946 
net, earnings would be more nearly commensurate 
with those of near prewar years; if the potential 
gain rose to $3 per share, it would represent a grati- 
fying achievement, for in that case total net per 
share would soar to more than $6.50 per share, 
higher than for a great many years past. Despite 
prospects for record volume, rising costs are likely 
to shave such estimates rather liberally. 


During the 1934-40. period R. J. Reynolds 
“Camels” held top place in popular favor, although 
in the see-saw race for supremacy “Lucky Strikes” 
held a comfortable margin to the good for the four 
preceding years. In 1941 the two cigarettes ran 
neck and neck, with Luckies pushing into the lead 
since then. But in 1945 Camels sold for a total of 
72 billion, a gain of 3.7 billion over 1944, and the 
company claims that if its production could keep 
abreast of urgent current demand for this brand, 
sales would expand still more rapidly than presently 
seems possible. Chief handicap seems some difficulty 
in acquisition of inventories specially needed for pro- 
duction at current high levels, so that allocation of 
cigarettes to dealers has become necessary. Once 
this hurdle has been jumped, Reynolds is prepared 
to make an all out (Please turn to page 239) 








during war years until in 1945 its 


percentage of total consumption American Liggett R. J. Philip 
amounted to 26.9% % retaining its Sales ($ Million) Tobacco &Myers Reynolds P. Lorillard Morris** 

o fourth suc- $270.8 $232.9 $276.7 $79.8 $64.6 
dominant lead for the th suc pap a. oe ie np 
ee yee: ixpressed_ in an- 363.5 275.1 323.0 83.8 87.3 
other way, smokers in 1945 442.1 294.3 369.2 172.5 112.5 
bought 90 billion ‘“‘Luckies” and 8 —_- ig pnp ye pin 
see 2 533.4 374.0 388.0 iz 8 177.9 
billion Pall Malls, for a total of 557.6 399.2 430.9 12. 4 185.2 
98 billion. As 1946 sales to date ‘iain 

eraTin nceome 
are reported well ahead of the ” of tated Fee 
same period in 1945, it is not un- 1939 12.3% 10.5% 13.1% 6.5% 13.1% 
likely that American Tobacco Co. 1940 12.9 W.5 13.4 7.3 33.1 
i seul d Mekuliiaha host 1941 13.0 11.4 13.5 6.6 12.1 
will proauce and aistribuve abou 1942 13.1 11.5 13.0 8.0 12.9 
105 billion cigarettes during the 1943 11.0 10.8 9.3 7.9 10.6 
current year. On this basis, a _ “ ~ “ = 
, 1945 7.8 6.6 8.5 6.8 7.5 
twenty five cents per thousand 
price rise might boost net earn- Earnings Per Share 
7 1936-39 Average .......... $4.69 $6.46 $2.67 $1.60 $2.90 
ings after taxes by some $16 mil 1940 5.55 6.02 2.55 1.69 4.17 
lion — in theory a ee equal to 1941 4.49 5.22 2.32 1.44 4.07 
$3.63 per common share, above 1942 4.25 = a = pe 
1943 4.32 4.5 86 : ’ 
$3.69 earned in 1945. Main 1944 3.73 4.25 1.78 1.30 2.94 | 
trouble, however, with such an es- 1945 3.69 4.30 1.89 1.27 2.97 | 
timate is a lack of allowance for Net Working Capital | 
greatly increased advertising Per Share* | 
costs, for competitive positions in panei 12/31/45 wee — “_ _ — | 
ecen PICO seccccccccccccce 
this industry are established and 1945-46 Price Range...... 992-65 1032-78 45-31%  321/2-18% 74-424 | 
held mainly by reliance upon 1945 Dividend  sccsssoo- $3.25 $3.50 $1.60 $1.00 $2.25 
Indicated Yield. ............ 3.3% 3.6% 3.5% 3.4% 4.8% | 


large promotional expenses, and 
now that the Government is no 


peer the chief customer, outlays indicated year. 














* After senior securities. 





** Figures are for fiscal year ended March 31, of the 


(a) As of March 31, 1945. 








for advertising must sharply ex- 
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6 Heavy Goods Companies in Favored Position 























ALLIS-CHALMERS MFG. CO. 
LINES-NET SALES BARS-NET INCOME 
400 10 
o 320 
a 
< 
w 2 240 
z8 
sad - 
ae) 
25 160 
= 
80 
1938 1939 1940 1941 1942 1943 1944 1945 
NET PERSH.$1.44 2.09 284 3.23 3.34 451 4.77 2.95 
DIV.PERSH.$1,50 1.25 1.50 1.50 1.00 126 165 1.75 





ALLIS-CHALMERS MFG. CO. 


BUSINESS: Company is a leading manufacturer of general farm 
equipment, as well as a large producer of electrical and heavy in- 
dustrial machinery. Approximate proportions of sales are: tractors 
and farm equipment—60%, electrical division—25%, steam turbines 
and other machinery—I5%. Total offerings include some 1600 differ- 
ent items, 


OUTLOOK: Continued high-level demand for farm products, coupled 
with a 5 million shrinkage in the agricultural labor force, has stimu- 
lated reliance upon mechanical equipment. Farmers, moreover, are 
in the best financial shape in history to satisfy their needs, and im- 
mense sums are available at low rates to facilitate term borrowing. 
Modernization of industry by acquisition of up-to-date electrical mach- 
inery and power units also promises to strain capacity of manufac- 
turers with proven efficiency in this specialized field. These factors 
combine to assure above-average volume for Allis-Chalmers when 
current handicaps due to strikes and material shortages are overcome. 
Financially, the company was fortified with a working capital of about 
$72 million at the beginning of 1946, since when it has retired all 
outstanding preferred stock; the company has no funded debt. 


DIVIDEND: Despite a decline in earnings in 1945 to $2.95 per share 
against $4.77 in 1944, the conservative dividend rate of 25 cents 
quarterly was amply covered. Through substantial tax relief and now 
promised immediate upping in OPA prices for the company's products 
profit margins should widen. When operating conditions resume nor- 
malcy to permit full production, the trend of net should be sharply 
upward, enhancing prospects for greater dividend liberality. 


MARKET ACTION: Recent price around 54 compares with a high of 
5834, for 1946 and a peak of 83!/2 in 1937. 


COMPARATIVE BALANCE SHEET ITEMS 
(in seaman of $) 









































ec. 31, Dec. 31, 

ASSETS 1941 1945 Change 
Cash $7,666 $29,721 $22,055 
Marketable securities ...............:sese 43 21,028 20,985 
Receivables, net 22,529 12,697 — 9,832 
Inventories, net 51,230 62,966 11,736 
Ny ERIN IIBBIIED: wescccssccssesncnscnsesscone,  __nasbeinc 18,548 18,548 
TOTAL CURRENT ASSETS .................00 81,468 144,960 63,492 
Plant and equipment ................-seseeees 57,082 60,396 314 
EGE GORPOCIRTION ansccciceccesscosesccessceseescese 21,542 31,702 10,160 
Net property 35,540 28,694 — 6,846 
Other assets 13,618 6,182 — 7,436 
TOTAL ASSETS 130,626 179,836 + 49,210 
LIABILITIES 

Notes payable 4,500 25,572 21,072 
y sane Sapenio and accruals............ 15,622 37,905 7 22,283 
Reserve for taxes ....................:0 1,466 8,722(a) — 2,744 
TOTAL CURRENT LIABILITIES 72,199 + 40,611 
Long term debt .........cccsccscscssscessceveeee 229750 9 nenvnees — 22,750 
Reserves 5,154 2,458 
Capital 72,715 17,750 
Surplus 29,768 11,141 
UPTURN. IRI EUIED  cccepencciecccecosncossomssees 179,836 + 49,210 
WORKING CAPITAL _ .............:ccccneeeeeeeee 72,761 + 22,881 
Current Ratio 0 _ 3 





(a) After deducting $18.2 million U. S. Tax Notes. 





PULLMAN INC. 


LINES-NET REVENUES AND SALES 
300 


— CAR LEASING Div. 
see MANUFACTURING Div. 
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1938 1939 1940 1941 1942 1943 1944 1945 


NETPERSH$.60 1.05 196 331 
DIV.PER SH.$1.37% 1.00 1.50 


287 252 3.99 430 
2.50 3.00 3.00 3.00 3,00 








PULLMAN INCORPORATED 


BUSINESS: Company operates as a holding concern for the Pullman 
Co., its sleeping car division, the Pullman-Standard Car Manufactur- 
ing Co., world's largest maker of freight and passenger cars, the 
Pullman-Standard Car Export Corp., and the M. W. Kellog Co., en- 
gineers. Combined capacity includes 76,000 freight cars, 2200 pas- 
senger cars, 200,000 car wheels and 49,000 tons of forgings. 


OUTLOOK: Pending a Supreme Court decision on the company's 
proposed sale of its sleeping car division to a syndicate of railroads 
for about $75 million, company revenues from this division accrue for 
the benefit of the buyers, if the deal goes through. But gross income 
of Pullman, Inc., from manufacturing and engineering in 1945 amounted 
to $194 million compared with $160 million from car service opera- 
tions, and combined backlog orders of Pullman-Standard and M. W. 
Kellog now top $236 million. World wide imperative needs to replace 
worn out and obsolete rolling stock point to a sustained record demand 
for years to come, while modernization plans of the petroleum industry 
will bring continued prosperity to the engineering division of Kellog. 
First quarter 1946 earnings of Pullman are reported sharply down- 
ward, due to chaotic industrial conditions, but they should rebound and 
swell in due course. With lower taxes and ability to produce a new 
freight car every three minutes, net of this concern should be grati- 
fying. Potential influx of over $70 million cash to the treasury from 
sale of the sleeping car division would suggest a liberal distribution 
to shareholders, as working capital already amounts to over $160 
million, No funded debt or preferred precedes the common stock. 
DIVIDEND: For many years past Pullman has enjoyed an unbroken, 
though variable, dividend record. In recent years an extra payment 
has boosted per share distributions to $3 annually, warranted by net 
earnings of $3.99 in 1944 and $4.30 in 1945. Current regular dividend 
rate is 50 cents per share quarterly. 

MARKET ACTION: Recent price about 63 compares with a high of 
around 72 in 1937 and 69% in 1946. Low in 1937 was 25!/. 


COMPARATIVE BALANCE = ITEMS 






































(in thousands of $ 
ec. 31, Dec. 31, 

ASSETS 1941 1945 Change 
Cash $23,617 $39,228 +$15,611 
Marketable securities ...................:00+ 8,605 49,623 + 41,018 
Receivables, net 26,717 91,207 + 64,490 
Inventories, net 46,438 48,976 + 2,538 
TOTAL CURRENT ASSETS ..................... 105,377 229,034 +123,657 
Plant and equipment ..... Sscaceskacsiaschousrees 332,681 280,038 — 52,643 
Less depreciation 216,899 239,964 + 23,065 
Net property 115,782 40,074 — 75,708 
Other assets 12,608 3,693 — 5915 
TOTAL ASSETS 233,767 272,801 + 39,034 
LIABILITIES 
Accounts payable and accruals............ 21,209 34,886 + 13,677 
Reserve for taxes 8,679 28,102 At 19,423 
TOTAL CURRENT LIABILITIES. ............ 29,888 62,988 + 33,100 
Deter Od TGCS q....ccccccccessscccccesesecsee 16,442 9,170 — 7, 
Minority interest eS eee — 
Reserves 6,378 7,372 ao 994 
Capital 132,116 129,196 — 2,920 
Surplus _..... 48,937 64,075 + 15,138 
TITEL, EEPIETUIES sesecscscseccsscssssccccssconees 233,767 272,801 + 39,034 
WORKING CAPITAL _ ..........cccccccceeeeeee 75,489 166,046 + 90,557 
Current Ratio + .41 
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6 Heavy Goods Companies in Favored Position 





CATERPILLAR TRACTOR CO. 


LINE-NET SALES BARS-NET INCOME 
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1938 1939 1940 1941 


1942 1943 1944 1945 


435 4.07 346 
2.00 2.00 250 


NET. PERSH$ 1.41 289 416 414 372 


2.00 2.00 2.00 


DIV. PERSH.$ 2.00 2.00 








CATERPILLAR TRACTOR CO. 


BUSINESS: This concern is the leading manufacturer of track type 
tractors as well as an important producer of diesel engines and diesel 
electric units. Motor graders, snow plows, bulldozers and similar 
material moving devices are now included in the company's lines. 


OUTLOOK: From numerous markets for the company's products, both 
at home and abroad, has already arisen a demand which promises full 
time operations for the company's plants for many months to come. In 
the fields of lumber, agriculture and construction need for tractors of 
various description has not only become highly expressive but is likely 
to continue indefinitely. With an enviable reputation and modern 
facilities, Caterpillar's business is likely to remain at a level far above 
prewar, although its wartime record sales will shrink. But profit per- 
centages on sales, which under the impact of high costs, taxes and 
tight Federal pricing shrank to 2.82% in 1945, may again approach a 
relative 10.28% achieved in 1939. On sales of only 58 million in that 
latter year, the company showed net earnings of $7.8 million com- 
pared with a profit of $6.5 million on $230 million sales in 1945, Pros- 
pective relief from a serious cost-price squeeze, along with elimina- 
tion of EPT, should expand earnings rapidly when the economy once 
more becomes stabilized. 


DIVIDEND: For twenty years past, Caterpillar has never failed to pay 
a dividend, the annual rate for the last decade ranging from $5.50 
in 1936 to $2 during war years and slightly up to $2.50 in 1945. As 
working capital has consistently grown to a peak of $52.1 million in 
1945, mainly by retention of profits, the management can afford to 
treat shareholders liberally. Net per share profit last year was $3.46. 


MARKET ACTION: At their high in 1946, Caterpillar shares sold at 
78, the recent price being around 75. In 1937, the price reached 100. 


COMPARATIVE BALANCE SHEET ITEMS 
(in thousands of $) 
















































Dec. 31, Dec. ae 

ASSETS 1941 1945 Change 
Cash $5,381 bie 432 +$8,051 
Ris ic, MINE SEI covacéccccccaccacoucesasesunccurcss,  _aadanae 7,300 7,300 
Receivables, oa 8,457 10, 604 2,147 
Inventories, ne 30,580 32,087 1,507 
TOTAL CURRENT ASSETS ... 44,418 63,423 +19,005 
Plant and equipment ....... 39,294 25,727 —13,567 
Less depreciation 17,107 14,682 — 2,425 
Net property 22,187 11,045 —11,142 
Other assets 23 99 “+ 7 
TOTAL ASSETS 66,628 74,567 + 7,939 
LIABILITIES 

Accounts payable and accruals 5,218 10,349 + 5,131 
Reserve for taxes 9,653 957(a) — 8,696 
Other current liabilities .............. | ror 1,462 
TOTAL CURRENT LIABILITIES .. 16,333 11,306 — 5,027 
Short term debt SS — 3,000 
Capital 9,411 ti‘ él ee 
Surplus 37,884 53,850 +15,966 
TOFAL PAPER RINIIE,  hccecunaccnndsacctenssaccsscnsss 66,628 74,567 + 7,939 
WORKING CAPITAL. .............ccccceceseeeeeeee 28,085 52, 117 +24,032 
Current Ratio 2.7 5.6 + 2.9 


(a) After deducting $11.9 million U. S. tax notes. 
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FRUEHAUF TRAILER CO. 


BUSINESS: Business of this company and its subsidiaries for thirty 
years past has concentrated on production of commercial trailers 
and their accessories, although in wartime output consisted of 
specially designed military units. Plants are maintained in a number 
of strategically located cities in the Mid-West and on the Pacific 
Coast, while to service customers some 60 branches are operated. 
OUTLOOK: With practically no reconversion problems to face, Frue- 
hauf was able to make rapid progress to meet a sizeable latent de- 
mand for civilian trailers after VJ Day. Although sales mounted to 
a record peak of $71 million in 1945, an unprecedented demand for 
vans, refrigerator tanks and general purpose trailers brightens the 
company’s prospects. Strikes, materials scarcity and the threatened 
coal stoppage have hampered operations thus far in the current year, 
with consequent adverse effect upon earnings temporarily. But when 
the company can get squared away under normal conditions and can 
expand production from two newly planned additions to its facilities, 
all prewar records for sales and profits may be shattered. Since 1931 
Fruehauf has never been in the red as to earnings, although close to 
it the early 1930s. With excess profits taxes of $2.8 million to pay in 
1945, the company showed a final net of $1.87 million, equal to $1.57 
per share compared with $2.15 in 1944. Tax and price relief in 1946 
will help to absorb rising costs for wages and materials when pro- 
duction gets into its stride. 

DIVIDEND: With the exception of 1933, dividends have been paid 
regularly for many years past, the current rate after the recent 2 
for | split-up being 25 cents quarterly. If net trends upward in the 
medium term, peak working capital of over $14 million may justify an 
improvement in distribution. 

MARKET ACTION: A recent price of 43 represents only a slight 
decline from the 1946 high of 451/2, an all time peak. In 1945 the 
low was 35. 


COMPARATIVE BALANCE SHEET ITEMS 
(in thousands of $) 











































Dec. 31, Dec. 31, 

ASSETS 1941 1945 Change 
Cash $1,287 $4,976 +$3,689 
CNS. TOI on cnsccssussncnncepateensensuinien 12,750 9,295 — 3,455 
Inventories, net 8,045 16,550 + 8,505 
ag Ee ET 4,186 + 4,186 
TOTAL CURRENT — Se acalveecomseacess 22,082 35,007 +-12,925 
Plant and 4,338 10,547 + 6,209 
Less depreciation .....cecccccccsccscscesseeseseees 1,051 4,108 + 3,057 
Net property 3,287 6,439 + 3,152 
Other assets 1,648 957 — 691 
TOTAL ASSETS 27,017 42,403 -+-15,386 
LIABILITIES 

yf 0 aE ater cea toy ocr 7,011 9,458 + 2,447 
Accounts payable and accruals. . 4,008 7,115 + 3,107 
LL RN 3,530 4,243 + 713 
Other current HHabilities ..........c.cccccccc.  scccrees 21 — 21 
TOTAL CURRENT LIABILITIES.............. 14,549 20,837 + 6,288 
Deferred liabilities .......................c.0000 — 1 
Short term debt 523 62 — 461 
WIN GIN I asec chcntsdeccscecenccscsenccccosetes soem 588 + 588 
Reserves CG 3} mun — 490 
Capital 3,837 1,192 — 2,645 
Surplus ea 7,116 19,640 +12,524 
TOTAL V/A a 27,017 42,403 +15,386 
WOGEING GAPETAL cccccesccccccsscesescrnscerse 7,533 14,170 + 6,637 
Current Ratio 1.5 1.6 + .! 
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6 Heavy Goods Companies in Favored Position 





LINK-BELT CO. 


LINE-NET SALES 
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1938 1939 1940 1941 1942 1943 1944 1945 
NET PER SH.$1.33 225 337 3.95 464 439 431 372 
OV. PERSH$1.25 1.50 2.00 2.00 2.00 2.00 2.00 2.00 





LINK-BELT COMPANY 
BUSINESS: Link-Belt, with a history back to 1875, makes all types of 


conveying, crushing, elevating and screening machinery, its detachable 
drive chains long providing a substantial portion of volume. 


OUTLOOK: Practically every form of industry has learned that to 
speed up production in the battle aqainst rising costs, accelerated 
handling of raw materials, goods in process, shipment of finished 
products, and the transmission of power are potent factors. It is in 
this highly specialized field that Link-Belt concentrates its activities. 
As an indication of the broad demand for the company's output for 
industrial modernization, sizeable military cancellations after VJ Day, 
amounting to $12 million dollars were rapidly replaced by a $50 
million flood of civilian orders. While the business is sensitive to 
cyclical swings, Link's net earnings appeared as a deficit in only two 
years in the 1932-33 period, and for the past ten years average net 
per share has been better than $3. Indeed, during the last five years, 
the average showing has improved to just over $4 per share, despite 
the fact that wartime taxes cut heavily into profits. $3.72 per share 
was earned in 1945. After current general difficulties have been sur- 
mounted, net may well mount substantially, for large volume will tend 
to spread overhead costs and tax savings miqht equal several dollars 
per share. Together, these benefits should offset higher labor and 
material costs considerably. 


DIVIDEND: For the last five years Link-Belt dividends have remained 
consistently and conservatively at a rate of $2 per share annually. As 
working capital at the end of 1945 was ample at over $20 million 
and all preferred stock has been retired, chances that shareholders 
with a little patience may receive a better return are good. 


COMPARATIVE BALANCE SHEET ITEMS 
(in thousands of $) 









































ec. 31, Dec. 31, 

ASSETS 1941 1945 Change 
Cash $4,744 $7,198 +$2,454 
Marketable securities ................:.:cc0 1,500 5,311 + 3,811 
Receivables, net 6,747 8,400 + 1,653 
Inventories, net 8,529 9,300 + 771 
Gther SurPent GeSSls ......ccccccrcccccccscccccss —savonee 20 + 20 
TOTAL CURRENT ASSETS. ................... 21,520 30,229 + 8,709 
Plant and equip + 17,898 19,399 + 1,501 
Less depreciation 9,006 9,745 + 739 
Net property 8,892 9,654 + 762 
Other assets 245 375 + 4130 
TOTAL ASSETS 30,657 40,258 + 9,601 
LIABILITIES 

Accounts payable and accruals ........... 3,483 4,114 + 631 
Reserve for taxes 5,441 5,685(a) + 244 
TOTAL CURRENT LIABILITIES. ............ 8,924 9,799 + 875 
Reserves 435 1,308 + 873 
Capital 13,870 15,288 + 1,418 
Surplus 7,428 13,863 + 6,435 
WRN, TORBIATIRS nncncsscscsicesnccccsosqeenss 30,657 40,258 + 9,601 
WORKING CAPITAL ..........:ccccccceccsseeesees 12,596 21,430 + 8,834 
Current Ratio 4 3.1 + 7 


(a) After $4.4 million U. S. Treas'y tax notes. 








NATIONAL STEEL CORP. 
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1938 1939 1940 1941 1942 1943 1944 1948 
NETPERSH.$ 3.03 683 571 7.79 542 6.30 487 5.04 
OV. PERSH.$ 100 250 1.70 326 300 3.00 3.00 3:00 





NATIONAL STEEL CORPORATION 


BUSINESS: With an annual ingot capacity of about 3.9 million tons, 
National Steel Corp. ranks sixth in the industry. Through ownership 
of valuable coal properties and ore mines, operated by subsidiaries, 
complete integration is achieved. Company specializes in light steels, 
about a third of production finding a ready market in the automotive 
industry. A close alliance with M. A. Hanna Co., Cleveland, is 
maintained. 

OUTLOOK: Growth characteristics of this concern have been well 
marked ever since 1930; although volume and earnings have varied 
during cyclical periods, annual sales for the past eleven years dropped 
to $89 million only in 1938, trending upward since then to a peak of 
$256 million in 1944, followed by a slight dip to $252 million in 1945. 
Demand for National's products will soar when the automtive, railroad 
equipment, construction and transportation industries get into their 
real stride. When this time arrives, ability to produce steel under 
complete integration will serve to effect economies as has been the 
case in the past, although record waqe payments to miners and 
skilled employees will constitute a severe problem until OPA price 
restrictions are completely eliminated. While this squeeze will affect 
1946 earnings adversely, as will the current economic crisis, in the 
final adjustment the company should improve its earnings status sub- 
stantially over prewar. Confidence in the future is shown by company 
plans to spend $43 million for additional facilities. 

DIVIDEND: The dividend record of this concern has remained un- 
broken for the past 16 years, the reqular payments trending upward 
from $1 per share annually in 1938 to $3 for the entire 1941 period 
to date. In 1941, an extra of 25 cents per share was distributed, and 
in 1936 and 1937 extras of $1.621/2 and $1 per share respectively 
were declared. 1945 net earnings were $5.04 per share. 

MARKET ACTION: Recent price for National Steel shares was 
around 86, providing a yield of 3.5%, with the current dividend. High 
for 1946 was 91'/2 and in 1937—99|4,. 


COMPARATIVE BALANCE SHEET ITEMS 
(in thousands of $) 
























































Dec. 31, Dec. 31, 

ASSETS 1941 1945 Change 
Cash $18,643 $49,817 +$31,174 
Marketable securities ..............cc:ccccsse —— = =—S——sté=sts — 1,52 
Receivables, net 15,254 13,707 — 1,54 
Inventories, net 35,705 32,635 — 3,070 
I a ee 8,92 8,927 
TOTAL CURRENT ASSETS ............0...02+. 71,127 105,086 33,959 
Plant and t 250,885 280,374 29,489 
Less depreciation 7,151 147,880 60,729 
Net property 163,734 132,494 — 31,240 
Other assets 13,690 12,29 — 1,396 
TOTAL ASSETS 248,551 249,874 + 1,323 
LIABILITIES 

Notes payable 1,500 22 — 41,279 
Accounts payable and accruals .......... 19,957 8,399 — 1,558 
Reserve for taxes 10,663(a) 7,599 — 3,064 
TOTAL CURRENT LIABILITIES ............ +120 6,219 — 5,901 
Long term debt 60,931 40,000 — 20,931 
Reserves 15,936 10,734 
Capital 55,162 29 
Surplus 112,557 17,126 
TOTAL LIABILITIES .... 1 249,874 1,323 
WORKING CAPITAL . .. 39,007 78,886 — 39,879 
Current Ratio i .0 + 1. 
(a) After deducting $10 million U. S. Treas'y tax notes in 1941 and $10.7 


million in 1945. 
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Divergent 
Profit Trends 


IN THE 


CONTAINER 
Industry 





By STANLEY DEVLIN 


A VERITABLE BOOM Is under way 
in the container industry, ow- 
ing to an interesting combination 
of circumstances. Because of their widespread use 
in the packaging of consumer goods, demand fo1 
these items closely follows the general industry 
cycle. Hence, the current expansion in civilian 
production has its counterpart in a broadening re- 
quirement for cans, bottles, jars, cartons and simi- 
lar packaging accessories. Augmenting the de- 
mand for containers is the prospect of a large crop 
pack this year, and the probability that relief 
shipments abroad will require an unusual quantity 
of containers of various descriptions. 

Reconversion has not been a major problem to 
the container makers, the transition from war to 
peace being effected with relative ease. During the 





Container makers face capacity operations as 
boom in consumer goods industries broadens. 


war, the trade was called upon to supply huge 
quantities of containers for Government use and for 
shipment overseas, but this, generally speaking, did 
not require material changes in the companies 
manufacturing processes. Now that the industry is 
reverting to a peace basis, it stands to benefit from 
the pent-up accumulation of orders for civilian 
products, especially consumer goods. 

Added to these factors are certain fundamental 
developments which will leave a lasting imprint 
upon the industry. For one thing, the demand for 
containers has certain long-range growth charac- 
teristics. This has been concomitant with the 
“secular” or long-term expansion in the output of 


Marked improvement in the quality and properties cf containers has materially broadened their markets. 
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consumer goods—especially foods—and an increas- 
ing variety in packaging of these items. There is 
every indication that this basic expansion will con- 
tinue for many years. Moreover, for about the last 
decade, a virtual revolution in packaging has been 
under way, which wartime exigencies only served to 
accelerate. Manufacturers and merchandisers have 
become infinitely more “package conscious” 
through the realization that the particular con- 
tainer employed can have a strong merchandising 
appeal, as well as affect the cost of selling. 


Product Changes Taking Place 


This increased appreciation of packaging tends 
to heighten competition among the three main seg- 
ments of the container trade—the makers of metal, 
glass and paperboard containers. It is perhaps de- 
sirable to call attention to the special nature of 
competition in the container field. In the long run, 
the various types of containers tend to find the 
markets for which they are best suited by virtue of 
their inherent characteristics. Thus, tin cans have 
the advantage of durability and a low breakage 
factor. Glass, being fragile, has been utilized 
mainly where display of the contents is an appreci- 
able factor, or where the container can perform 
“return trips,” as with milk bottles. Paperboard’s 
advantages have been light weight and the ability 
to carry a great deal of the company’s advertising 
on the carton or paperboard package. 

Because of this adaptability of container to 
product, competition among the three phases of ‘the 
industry has not been unduly keen until compara- 
tively recent years. Chief rivalry has been among 
producers of the same type of containers. 

But important changes in the character of the 
various types of containers may well result in 
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greater shifting from one type to another. Under 
stress of wartime shortages, packers were obliged to 
substitute glass and paperboard in many instances 
where tin cans were not available. This distorted 
the normal peacetime relationship of the three 
areas of the container field, and the next year or 
two will witness a correction of these abnormalcies. 
Nevertheless, certain changes are of fundamental 
character and would have taken place eventually 
regardless of the war. 


Probably the most notable example is the milk 
bottle market, where specially reinforced and bond- 
ed paper is replacing the conventional glass bottle 
in many areas. Similarly, the development of 
tougher, lighter weight glass has given it accept- 
ance in certain food and allied lines where this has 
been tried as a wartime substitute for tin. On the 
other hand, specially lined and coated cans were, 
just before the war, making inroads in certain vol- 
ume markets long dominated by glass, such as beer. 

The emergence of industries like frozen and de- 
hydrated foods has opened up new fields for the 
use of specially processed paperboard containers. 
Foreseeing these trends, the can manufacturers be- 
gan some years ago, to acquire and develop paper 
container facilities, with the result that American, 
Continental and National Can are becoming in- 
creasingly important factors in the paperboard 
field. In fact, diversification has become popular 
in other quarters of the industry and probably will 
continue to be for some time to come. 

But despite this battle for the “borderline” mar- 
kets among the three main sections of the industry, 
each is enjoying extraordinary demand, and each 
faces capacity operations for at least the next year, 
or two. However, the enlarged volume will not re- 
sult in immediate profits in all instances. With 
varying degrees of increased costs, labor difficulties 
and material shortages, profit trends for the three 
phases of the industry may be divergent for the 
balance of 1946, at least. 

Nothwithstanding the record demand for tin con- 
tainers, it is problematical to what extent this de- 
mand will be translated into actual physical output. 
Chief obstacles in the way are restricted supplies o! 
tin plate and, to some extent, of ni the latter due, 
in part, to strikes earlier this year. The situation 
is improving in both respects, but em relief is not 
expected until much later in the year, or early in 
1947. Can production in 1945 was about 20% 
ahead of the previous year, (measured in terms of 
steel plate used) and this year could easily exceed 
the record year 1941 (when 2,845,000 tons of steel 
were employed) if supplies were available. But be- 
cause of the stringent supply situation, it is unlikely 
that the 1941 figure will be exceeded by much more 
than 10%. 

On balance therefore, the can manufacturers 
should enjoy a substantial gross business, but 
sharply increased labor, material and other costs 
will tend to impair profit margins. Because of long 
term contracts fixing their selling prices for cans, it 
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is not possible to pass the higher costs on to the 
consumer for some time, probably not until 1947. 

Repeal of the excess profits tax affords only 
minor relief to the can manufacturers. Continental, 
whose 1945 tax rate was about 48%, will be some- 
what better off in this respect than American, 
whose tax rate last year approximated only 42%. 
Continental may therefore do moderately better 
than the $1.86 per share earned in 1945, while 
American is unlikely to show little if any increase 
from the $4.23 per share realized last year. 
National, which ranks only as small third in the 
industry (accounting for 5% of the can market) 
may gradually improve its competitive position in 
the field, but no material improvement is expected 
this year over its 1945 showing of $1.00 per share. 

Limited, if any, price enhancement is probable 
for these issues in the months directly ahead, but 
their market position should gradually improve 
once their present obstacles are overcome and 
more normal profit margin situation prevails. 

A somewhat better situation exists in the glass 
container trade, where output continues at record 
levels. Although materials shortages are present 
to a degree, the situation is not as acute as in the 
tin container field. Rising labor and production 
costs are also a factor, but this it is expected, will 
be more than compensated by the fact that the group 
is more directly a beneficiary of EPT repeal than 
the can makers. 

By virtue of its dominant industry position (ac- 
counting for about 40% of total production) Ow- 
ens Illinois Glass stands to benefit substantially 
from the record demand for glass containers. Div- 
ersification into other glass products, as well as 
paper and wooden containers, enhances the com- 
pany’s earnings potential. As 1946 interim reports 
alres ady suggest, the company should materially 


exceed its 1945 net of $3.30 per share. Hazel At- 
las, second largest producer, accounts for roughly 
17% of glass ‘container output. As the company 
sell predominantly to the food industry, it enjoys 
a relative degree of sales stability and resistance 
to depression “influences. With first quarter earn- 
ings nearly three times greater than those of a year 
ago, Hazel Atlas should surpass its 1945 earnings 
of $6.42 by a liberal margin. 

Although receiving a considerably smaller share 
of the market, Anchor Hocking will profit from the 
enlarged overall demand. It has the advantage of 
a well rounded trade position, manufacturing metal 
caps and glassware specialties, in addition ‘to con- 
tainers. With first quarter results highly satisfac- 
tory, the company is expected to do far better than 
its 1945 return of $2.43 per share. 


Good Outlook For Paper Containers 


Crown Cork & Seal will benefit from the broad- 
ening market for bottles and containers as it sup- 
plies bottle caps, closures and bottling machinery. 
{xpansion into the metal container field provides 
an added earnings potential. Although first quar- 
ter earnings proved disappointing, final 1946 net 
is expected to surpass the $3.02 per share earned 
last year on the common stock. 

Producing about half of the nation’s milk bottles 
as well as other containers, Thatcher Manufactur- 
ing Co. will benefit substantially from the record 
demand for bottles of this type. Owing to import: 
ant plant efficiencies, profit margins should broaden 
on the enlarged volume, and have already made a 
commendable showing in the first quarter of 1946. 

New uses for paperboard containers have en- 
hanced their competitive position and broadened 
their markets. Manufacturers have learned a great 
deal in recent years on reinforcing paper so as to 
increase its strength, (Please turn to page 239) 
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Share Book Value Price- 
First Quarter Average To Date 1945 Per Share 1945-46* Recent Earnings 
1946 1945 1945 1944 1936-9 1946 12/31/45 Price Range Price Ratio Yield 
Can Manufacturers 
Amorionn GOR .....0020...0......:.. N.A. N.A. $4.23 $4.30 $4.50 $1.50 $3.00 $54.40 112Ys- 8912 97 22.9 wen 
Continental Can ...........0..0... 1.20(a) 2.43(a) 1.86 2.12 2.56 -50 1.00 35.21 50 - 3712 47 25.2 2.1 
National (Can a..iiiccccc cscs N.A. N.A. 1.00 1.03 1.45 Nil Nil 22.30 213%4- 132 19 19.0 
Glass Container Mfrs. 
Anchor Hocking Glass ........ 3.87(a) 2.50(a) 2.43 2.49 30 1.00 23.06 58 - 241/2 55 22.6 1.8 
Crown Cork & Seal ............ 0.54 0.92 3.02 3.69 1.75 .50 1.25 44.10 62 - 37 51 16.8 2.4 
Hazsl-Atlas Glass «ome 1.09 6.42 5.33 6.05 4.50 5.00 61.40 175 -108 173 26.9 2.8 
Owens-Illinois Glass 3.99(a) 3.01(a) 3.30 3.06 2.44 2.00 2.09 33.19 100 - 58 94 28.4 aA 
ga | Sn 5.56(a) defl.17(a) 3.77 aa 1.90 5% Stock Nil 26.32 44'/2- 14% 44 11.6 
Paper Container Mfrs. 
Container Corp. of Amer... 1.32 -61 2.59 2.64 -80 1.50 33.82 542- 26s 52 20.0 2.8 
Gaylord Container** ......... N.A. N.A. oF -50 -28(¢) 08 «33 5.33 237/e- 228 22% 43.1 1.5 
Hinde & Dauch Paper ........ -99 .83 2.01 2.17 1.42 1.00 1.00 29.12 394- 25 38 19.0 2.6 
Nationa! Container nae 45 1.68 1.80 -25(b) -85 9.89 35%s- 125% 33 19.6 2.5 
Sutherland Paper. .................. d 49 2:32 2.47 1.62 .30 1.35 26.20 55/4- 31 52 24.5 2.6 
(a)—12 months to March 31. (b)—Plus 10%, Stock. (c)—1938-9 Avge. 
N.A.—Not Available. *—-To April 30, 1946. 
** All figures are adjusted for 3 for 1 split which was effected May 13, 1946. } 
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SHOWING CHANGED 
EARNINGS TRENDS 





By GEORGE W. MATHIS 


T= CONTINUED APPEARANCE of first quarterly re- 

ports permits a broader picture to emerge of the 
industrial scene under the impact of widespread un- 
rest in the labor field. As pointed out in the previous 
number of Our Magazine, these interim reports ex- 
hibit marked differences, one way or the other, in 
comparison with those of the relative period of 1945, 
but mainly because of a double distortion attending 
a transition to peacetime business under temporary, 
chaotic conditions. In other words, ordinary recon- 
version problems, complex though they have been, 
are one thing, but the unforeseen flood of strike diffi- 
culties are quite another. Unreliable as the reports 
are, however, in detecting definite trends, it is inter- 
esting to study them to the extent that improved or 
declining earnings reflect a change in peacetime 
potentials relative to wartime activities. 

No doubt exists, of course, that the immense build- 
up of deferred demand for civilian goods has become 
highly expressive, with the result that those indus- 
tries or individual concerns able to cash in on the op- 
portunity have enjoyed soaring sales. In this re- 
spect, the first quarter earnings reports of concerns 
handling soft goods rather than durables, tend to 


. 
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show an upward trend, for 
direct and indirect strikes 
have played havoc with the 
producers of durables. For 
this reason, a greater num- 
ber of concerns during the 
first three months of 1946 
thus far have shown earn- 
ings increases, although 
total dollar profits have not 
succeeded in offsetting total 
declines or deficits. As this 
circumstance has _ consist- 
ently appeared for several 
weeks past, it begins to look 
as if industrial profits gen- 
erally would show a net de- 
cline for the quarter when 
the returns become com- 
plete, temporary as it may 
be. With a likelihood that 
effects of the coal strike 
may be felt for weeks to 
come, with rail embargos 
hampering all segments in 
the economy, and with pros- 
pects of further labor 
troubles in the marine and 
railroad spheres, it would 
be unwise to assume that 
broadly divergent earnings 
will mark the first quarter 
alone. The Ford Motor 
Co., for instance, in ex- 
plaining its current slow- 
down and with its new wage 
contracts on a smooth path, 
reports that aside from 
materials shortages and 
lack of coal, no less than 40 
of its parts suppliers are still strike-bound and about 
40 more unable to make shipments for other reasons. 
While no one doubts that the skies will clear, accord- 
ingly, just when is anyone’s guess, thus obscuring 
near term trends in the earnings of any concern. 

But despite these analytical handicaps, there are 
numerous situations where an upsurge in earning 
capacity has merely confirmed previous predictions 
by the Magazine, especially when reconversion prob- 
lems have been light, the wage factor of minor im- 
portance, and availability of merchandise to sell a 
favorable indicator. Whereas volume and profits of 
many concerns in this category may have been either 
larger or smaller than in prewar for the past four 
years, a promise of better things in store after the 
abnormality of wartime conditions enhanced their 
potentials. With civilian production relatively un- 
impeded in the first quarter, net earnings of many 
concerns shot upward as profit margins widened with 
the passage of excess profits taxes alone, and the 
road ahead seems comparatively free of danger sig- 
nals. It is this group that has already succeeded in 
bolstering the over-all industrial earnings under ex- 
ceedingly tough operating problems during the re- 
cent March quarter. 
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On an appended table we have listed a number of 
concerns in three divisions; those whose improved 
earnings for the first period of the year hold promise 
of establishing a definite uptrend, those whose less 
favorable recent results may be considered tempor- 
ary in duration, and those which may find difficulty 
in equalling their record made under the stimulus of 
military activities. In scanning the lists it will be 
observed that those concerns in Group 1, although 
broadly engaged in types of business supported by 
the sale of non-durables or services, are not strictly 
confined to these limits. The companies selected for 
Group 2, of course could be multiplied many times 
over, for their schedules have merely been disrupted 
for the time being by strikes or other collateral fac- 
tors entirely beyond their control, and in this classi- 
fication could well be included hundreds of strong 
concerns not mentioned in our discussion. Most en- 
couraging in the general tally, is the relatively small 
number of industries or concerns which perhaps may 
not produce earnings in the medium term period 
comparable to those of the last four or five, years, 
although this in itself does not signify that they may 
not improve upon their prewar experience. As long 
as the national income remains high and demand 
continues to outrun supply, there are not very many 
segments of the economy, fortunately, which should 
not get a reasonable share of prospective prosperity. 


Uptrending Earnings 


In commenting upon the quarterly earnings of a 
few selected concerns, those of American Viscose Cor- 
poration warrant inspection. Capacity of this con- 
cern expanded rapidly during war years, and with 
the advent of peace, combined demand for rayon 
yarns for the manufacture of tires and to supply 
textiles for a garment-hungry public, sustained op- 
erations at a high level. With relief from EPT and 
freedom from tightly priced Government contracts, 
net earnings in the first 1946 quarter soared to $1.83 
per share against 59 cents in 1945. While similar 
gains must not be expected in following quarters, by 
reason of mounting wage and material costs, the 
company will benefit consistently from continued 
large volume under normal conditions, and could 
easily make a better showing than in war years, 
given time. 

Long established Collins & Aikman came to the 
front with earnings of $4.81 per share for the full 
year ended March 1945, compared with $3.23 in the 
previous year. This manufacturer of plushes, bro- 
cades and special fabrics for the automobile industry 
suffered an earnings decline during the war, in fact 
showed a deficit of 13 cents per share in 1943, al- 
though in 1941 and 1940 net came to $5.15 and 
$4.16 respectively. The uptrend in the past two 
years indicates an approach to peacetime operations 
which are almost certain to continue on an expand- 
ing scale during the automotive boom, and as house- 
holders pour forth their funds for new fabrics. All 
considered, the shares of this concern do not appear 
over priced around 55; the current dividend rate of 
$1 per share contrasts with $3 distributed in im- 
mediate prewar years. 
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In the case of Decca Records, the quarterly show- 
ing of $1.32 per share against 56 cents earned in 
the relative 1945 period, reflects a normal, healthy 
growth as the economy returns to peacetime relaxa- 
tion. Ability of this aggressive concern to furnish 
musical records of outstanding singers at moderate 
cost has won it increasing popularity. The moder- 
ate uptrend in Eagle-Picher Lead Co. earnings is 
likely to be well sustained, because of its strongly 
intrenched trade position, and the fact that domestic 
supply for a long time to come will be short of de- 
mand when it comes to industrial needs for lead and 
zinc. Although International Business Machines 
makes durables, deferred demand for its numerous 
specialties became immediately expressive right after 
VJ Day, and as the Company’s labor relations have 
been smooth, profits have risen with EPT gone out 
of the window. That first quarter net rose by 64 
cents per share is not surprising for IBM. 

In like manner, recent progress of International 
Paper Co. in reporting net of $1.65 for the first 
quarter against 52 cents in the 1945 period was al- 
most to be expected. Returning veterans are easing 
a serious wartime labor shortage and demand for 
paper and pulp will exceed supply for several years 
to come, in all probability. The remaining concerns 
listed in the first group exemplify rather broadly the 
advantage of highly mechanized operations or a 
relative ease in selling goods or services. The chemi- 
cal concerns have few labor problems, as might be 
said of food processors, too, and so their first quarter 
gains in net are no flash in the pan. The spectacular 
gains made by Mont- (Please turn to page 240) 








—Net Per Common Share— 


1st Quarter. 1945 Recent 








Higher Earnings 








Trend: 1945 1946 1945 Dividend Price 
American Viscose ...... $2.32 $1.83 $.59 $2.00 $72 
Collins & Aikman ........0 ........ 4.81* 3.23* 1.00 55 
Decca Records ............. 2.16 1.32 -56 1.50 73 
Eagle-Picher Co. ........ 1.56 -50 -40 .65 26 
Int'l Bus. Machines .... 9.51 2.84 2.20 6.00(a) 228 
Int'l Paper Co. ........ 2.10 1.65 52 Nil 50 
M to Chemical .... 3.49 2.21 -93 2.25 154 
Montgomery Ward ... 4.12 2.60 85 2.00 98 
Radio-Keith-Orpheum .. 1.59 .97 .33 Nil 26 
Standard Brands ........ 2.74 1.09 -78 1.50 53 
Sterling Drug ............... 2.60 1.01 81 1.55 59 


* For fiscal year ended March 2. (a) Plus 5% stock. 


Temporary lapse in Earnings 


I TNO eseocnnccscncns. 2.51 -02 -55 -80 26 
Badd Rtg... ..............;..... def.36 def.62 19 .25 21 
Curtis Publishing ........ 02 def.03 .08 Nil 22 
Minneapolis-Honeywell.. 2.48 -45 64 1.25 63 
Nat'l Cash Register... 1.33  def.21 35 1.25 41 


Lower Earnings Trends 


Atlas Powder ............... $4.17 def$.18 $1.37 $3.25 $82 
Bridgeport Brass ......... -75 def.44 52 45 17 
Consolidated Vultee .. 4.92 N.A. N.A. 2.00 24 
Illinois Central .......... 7.58 -76 3.64 Nil 36 
N. Y. Central R.R........ 3.79  def.97 85 1.50 25 
Savage Arms ............... -52 def.16 25 -50 14 


N.A.—Not Available. 

















219 




















close 
pand 
er U 
‘cone 
‘to th 
ness 

sulat 
main 
subst 
from 
refri 
bulk 
and 

ed r 
of w 
milli 
milli 
volu: 
least 
high 
Punde 
475, 
has 

eigh 
shar 
thus 
is SO 
abou 
shar 
in ¢ 
tials 
mea 


Newcomers 
ON THE 


STOCK | 
EXCHANGE ia 


By J. C. CLIFFORD 






te 


hee THE LAST FEW MONTHS 
the shares of quite a number 
of concerns have been listed for 





















the first time upon the New York Photo by Press Association : S 
Stock Exchange. Despite the ewe sirtn, recon Seid the tem York Stock tone tee | soli 
importance of these newcomers erat 
on the Big Board, many inves- fact 
tors may have had no previous opportunity to learn When the sugar shortage eases, growth prospects for | Ref 
a few fundamental facts concerning their history, this company are bright, and while the current yield | Gen 
business and financial status. For this reason we around 3% has only average attraction, the shares | qj] 
will briefly cover the essentials pertinent to some of | at about 42 have some speculative appeal. excl 
these companies, referring the reader to the ap- The country’s largest and oldest maker of hard J 
pended table for statistical information on a some- vulcanized fibre is National Vulcanized Fibre Com- _ 
what longer list. pany, 515,272 shares of whose stock was recently 

Dr. Pepper Company manufactures a syrup which listed. ‘The principal product of the company is a 
when mixed with carbonated water has gained stead- tough material made from chemically treated cellu- 
ily increasing popularity for more than sixty years lose, dialectric in character and extremely strong. 
past in certain sections of the country, especially in Both for mechanical] and insulating purposes, - the ' 
the South. Chief plant of the company is in Dallas, fibrous material is in wide demand in the electrical, 
‘Texas, supplemented by a bottling plant in Birming- @utomotive, radio, telephone, railroad and aircraft X 
ham, Alabama. Growth of the business in recent industries, not to mention its use for making trunks, : 
years has been aided by extending distribution baggage, machinery, textile and office equipment. L 
through wholesalers in 36 States in the West and Additionally, the company swells volume by produc- , 
Middle West, and plans have been made to invade — tion of a laminated material called Phenolite, almost , 
the territory along the North Atlantic Seaboard in completely moisture resistant and with exceptional n 
the near future. While volume is not overly large electrical insulating properties. Facilities consist of F 
compared with that of competitors in the soft drink six plants, and 21 sales offices are located throughout f 
field, steady growth has pushed sales up to around — the country. Sales topped $10 million last year, and 
$9 million and profit margins are fairly wide. Net net earnings came to $561,000 after payment of 
earnings in 1945 amounted to $978,000 approxi- $719,000 excess profits taxes. Per share net on \ 
mately, equal to $1.40 per share, after allowance for 515,272 $1 par outstanding common stock was thus ' 
over $1 million in Federal Taxes. Unusual stability $1.09 for the year 1945. The current dividend rate : 
of earning power has been established for many is 20 cents per share quarterly. While no preferred ; 
years past, and a strong working capital position has shares stand ahead of the common, $3.35 million : 
warranted distribution of a liberal share, the rate for 414% debentures due 1960 have a senior rank. At 
the past three years having been $1.20 per share. a recent price of 21, the shares provide a yield of _ 
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close to 4%, not unattractive in view of possibly ex- 
panding earnings due to tax relief. 






Union Asbestos & Rubber Co. is a relatively small 
‘concern, and prior to a recent offering of its shares 





to the public was privately owned. Company’s busi- 
fness is sharply divided into two classifications. In- 
rsulating materials, industrial packings and textiles, 
mainly with an asbestos foundation, account for a 
rsubstantial portion of volume, the balance resulting 
from production of metal specialties used chiefly in 
refrigerator cars. Among these latter items are 
bulkheads, floor racks, drain spouts, utility doors 
and fans. Sales of about $1.4 million in 1938 climb- 
ed rapidly to above $5 million prior to the outbreak 
of war, thereafter reaching a peak around $10.6 
million in 1944, 1945 sales dipped slightly to $8 
million. While net profits have not kept pace with 
volume gains, they have been exceptionally stable at 
® least, ranging from a low of $472,000 in 1938 to a 
high of $658,000 in 1940 and receding to $511,000 
under the impact of EPT in 1945. On the one class 
475,376 common shares outstanding, therefore, net 
has consistently exceeded $1 per share for the past 
eight years. Quarterly dividends of 171% cents per 
share on the new stock have been paid or declared 
thus far in 1946. The company’s financial position 
is sound with current assets of $4.6 million against 
about $1 million current liabilities. While the 
shares have not the requisite essentials for inclusion 
in conservative investment portfolios, growth poten- 
tials are rather strongly marked, thus lending a 
measure of speculative appeal. 





















home freezing units as well as electric refrigerators. 
Sears, Roebuck & Co. itself is presently the com- 
pany’s largest stockholder. Although both units in 
the new company received Army and Navy “E” 
awards for their war production, sales dropped from 
a level of over $26 million in 1940 to $11.6 million 
in 1942, rising to $14.5 million in 1945. Net earn 
ings of $2.8 million in 1940 accordingly dipped to 
$811,000 in 1945. Prospective heavy demand for 
the company’s products, envisaging production of 
400,000 refrigerators, 250,000 cabinets for house- 
holds and 500,000 condensing units, have led to 
plans for $4.9 million in plant expansion. Supply 
difficulties during the five months ending January 
31, 1946 brought an operating loss of $473,000 for 
the period, and to conserve resources the company 
has omitted its quarterly dividends of 20 cents per 
share for several periods past. As potentials for 
eventual substantial uptrend in volume and _ profits 
for this concern are much above average, the shares 
are not lacking in speculative characteristics. 


Froedtert Grain & Malting Co. 


By the listing of 853,574 shares of Froedtert Grain 
& Malting Company, the public for the first time 
have had an opportunity to participate in the busi- 
ness of a company under family ownership for more 
than 80 years. Since 1887 this concern has grown 
to become one of the world’s largest producers of 
malt. The capital set up includes the common 
shares mentioned above, 40,000 shares of preferred 



































Seeger-Sunbeam Corporation represents a con- and $3.5 million 3% debentures due 1965. During 
solidation in 1945 of long established Seegar Refrig- war years the company’s sales rose to a peak record 
erator Co. of St. Paul and Sunbeam Electric Manu- of nearly $25 million under the stimulus of military 

facturing Co. Although for many years past Seegar requirements for alcohol. In peacetime, output goes 
s for Refrigerator Co. made cabinets for Frigidaires, the to brewers and other industries using malt. Net 
yield | General Electric Co., Kelvinator and Westinghouse, sales for the six months ended January 31, 1946 
ares 7 all production of the consolidated concerns now goes came to $12.8 million and after allowance for $435,- 
| exclusively to Sears, Roebuck & Co. Output includes 000 EPT, net earnings (Please turn to page 242) 
nard 
‘om- = oo ae 
ntly Cur- Current 

isa rent Liabili- Net 

Assets ties Working 1945 Latest Re- ; 
ellu- Earned Per Share ($ million) Capital Divi- Divi- cent Indicated 
ong. Company Business 1944 1945 1945 1945 Per Share* dend dends Price Yield | 
the Cincinnati Milling Machine...... Machine Tools and Milling Mach'y $2.79 $2.76 $37.6 $9.0 $32.40 $1.12(e) $.70(f) $36 3.8% 
ical, Dayton Rubber Mfg. (b) ....... UTE CUE WEOS: <6 oieccdseccecansasenécccens 1.95 -75(a) 9.6 2.8 5.75 .59 -40 33 2.4 
watt DP: (POBROE COs sicsscisicccessesscnsct Sate DCIBN RY occ ceist descsietacssece 1.49 1.40 2.7 4 «32.64 ~—*'1.20 .50 42 (2.3 | 
nks. Froedtert Grain & Malt'g (g).. Malt and its By-Products................ .88 1.17 7.2 3.4 2.40 -57/2 .25 26 1.9 
General Public Utilities Corp...Utility Holding Co. ...................0...- N.A. 1.45 58.2 26.7 Nil Nil Nil 22 ‘des 

ent. Lowenstein (M.) & Sons.......... Cotton Goods Converters ............ 1.23 1.58 14.6 1.9 9.95 .30 Nil 40 A 
lue- | Minnesota Min. & Mfg........... Abrasives & ‘Scotch Tape"’.......... 2.03 1.87 28.2 8.4 10.14 «72 .20 43 1.8 
nost | National Battery (6)... TE OE TN eae Bethy. Cae 2.48 2.53 7.1 41 10.28 85 .50 38 | 3 
onal National Vulcanized Fibre........ Vulcanizing Fibre ...................c0.0000. 1.20 1.09 4.7 9 Py Nil -40( Ff) 21 3.8 
t of | Publicker Industries . Industrial Chemicals .. 7.61 7.05 54.0 33.7 18.80 Nil Nil 64 
out Republic Pictures .................... Motion Picture Producers.............. .29 31 13.0 4.3 Nil Nil Nil 16 oak 
and | Seeger-Sunbeam Corp. ......... Electric Houschold R:frigerators.. -73 -74 11.2 2.9 7.46 -40 Nil 23 2.6 

ot | Union Asbestos & Rubber....... Asbestos Products: «.......:......:01<s0s.00. 1.23 1.13 4.6 T) 7.42 Nil -52V2(f) 20 2.5 

on WIGRING GOERS oes cidscisvecciwcan Plastics Packagings ..................00 1.97 1.96 5.0 2.2 4.66 Nil -79V2(#) 50 3.2 
hus | (a) After acceleration amortization, before net was $1.87. (b) All figures adjusted for 2 for 1 split which was effected Jan. 9, 1946. 
rate N.A. Not Available. (c) All figures adjusted for 2'/2 for 1 split. 
‘red * After allowing for senior securities. (e) Adjusted to now stock. (#) Includes Initial Dividend. 
lion ** Based on indicated annual rate. (g) All figures adjusted for 2 for 1 split effected April 15, 1946. 
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Opportunities... 





for Income and Price Appreciation 


IN BONDS 
And PREFERRED STOCKS 


By JACKSON D. NORWOOD 


HE MAGAZINE OF WALL STREET’s Index of Bond 
Prices showed the following changes for the 
period indicated : 


On On 

May 4 May 11 
40 Domestic Corporates 123.4 1236 + 2 
10 High Grade Rails 119.8 119.8 
10 Second Grade Rails 286.6 286.6 
10 High Grade Utilities 99.5 99.5 
10 High Grade Indstrials 104.5 104.7 + .2 
10 Foreign Governments 131.8 131.7 — .1 


Further easiness in Treasuries was the predomin- 
ant feature in the bond market in the period under 
review, but price concessions were slight, and the list 
showed a somewhat steadier tone than it did a fort- 
night ago after ending of the preferential rate by 
the Federal Reserve Board. 

The Government bond market is now looking for- 
ward, and adjusting itself to, the Treasury’s debt 


retirement next month, which will mark an import- 
ant turning point in Washington’s fiscal program. 
Although corporate obligations tended to reflect 
the steadier basis in Governments, a number of re- 
cently issued bonds continue to sell at sizeable mar- 
gins under their offering prices, confirming a grow- 
ing sentiment among traders that the peak prices in 
prime grade obligations established last month may 
be difficult to maintain indefinitely. Leading pre- 
ferred stocks of recent issue, however, were not much 
affected as a group, and managed to hold fairly 
good premiums over their respective offering levels. 
Considered as a whole, the bond market has been 
a comparatively quiet affair pricewise, with volume 
continuing moderate. In fact, bond trading thus far 
this year is at the lowest level since 1918. Up to 
May 11, bond dealings on the New York Stock Ex- 
change approximated $563 million, or roughly half 
the turnover for the corresponding period of 1945. 
Foremost among the new corporate 



































































bond issues of the fortnight was the 
MAGAZINE OF WALL STREET BOND INDEXES $85,000,000 offering of Standard Oil 
150 ae. 300 of New Jersey debenture 2%¢s due 
3 10 SECOND GRADE RAILS | ee 1971. Offered at 98, to yield 2.48%, 
. “\ / the obligations were rapidly absorbed, 
2 140 280 particularly by institutional investors. 
& Ne $ Proceeds of this financing will be ap- 
F ammo ener m plied toward retirement of the com- 
% 130 : “y =<) Fins Wil 260 8 pany’s outstanding 3% debentures. 
2 ran Peer 3 Another sizeable issue was the $20,- 
r aol + pare, - 000,000 Beneficial Industrial Loan 
eet OO Ee oe Lo nee S Corp., 3% debentures maturing in 
SL ee a Pe 2 1961, which was accompanied by 100,- 
: 10 HIGH GRADE RAILS > 000 shares of $3.25 cumulative pre- 
Fie t ‘ wee ferred stock. 
: r a agri yO ANNs Dai é 
OO + nepiitine tie oe MC COLL FRONTENAC OIL CO. LTD. 
° —— a ae é will redeem its outstanding 6% pre- 
3 a ee eee ferred stock on July 15, and its out- 
2 90 SURPORRERCCP SRE SEE SS ee Oe ow Oe eee ee es standing bonds on October 1, 1946. 
JFMAMJJASONDJFMAMJJASOND J F MAM J There are 76,110 shares of $100 par 
‘en inca hell ‘aici value 6% preferred stock outstanding 


and the total amount of bonds to be 
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redeemed is $10,400,000. Funds for redemption of 
the aforesaid securities will be provided for by an 
issue of 40,000 shares of $100 par value 4% pre- 
ferred stock and $12,500,000 new 3% bonds, of 
which $6,000,000 will be in the form of serials matur- 
ing $500,000 annually, October 1, 1946 to 1958, 
inclusive and $500,000 maturing October 1, 1971. 


SOUTHERN NATURAL GAS CO.: This company has 
arranged for a $22,500,000 bank loan and proceeds 
will be used to retire the company’s present outstand- 
ing funded debt, and to pay for the acquisition from 
its parent company, the Federal Water & Gas Corp., 
of the latter’s Mississippi & Chattanooga properties 
and to finance further expansion in business. Pres- 
ent plans call for the bank loan transaction to be 
consummated about July 1, at which time the com- 
pany will call its: indebtedness now outstanding. 


BONDS VALUES ON THE NEW YORK STOCK EX- 
CHANGE: ‘There were 
964 separate bond is- 


added to the legal list for savings banks investment 
securities the following issues: Dallas Power & 
Light Co. Ist 3144s due February 1, 1967; Detroit, 
Toledo & Ironton R.R. Co. Ist 234s series B due 
March 1, 1976; Kentucky Central Rwy. Co. Ist 4s 
due July 1, 1987; Long Island R.R. Co. unified 4s 
due March 1, 1949 and the refunding 4s due March 
1, 1949; Nashville Chattanooga & St. Louis Rwy. 
21% % series D due July 1, 1951 and Southern Paci- 
fic Co. 214% series Q due March 1, 1955. 


GENERAL PUBLIC UTILITIES CORP.: Preparations 
are being made to call this company’s convertible de- 
benture 414% for redemption on or about August 
5th at 105. Payment will be made at the City Bank 
Farmers Trust Co., New York City. The 444% 
bonds are convertible into company’s common stock 
in the ratio of 5.9 shares for each $100 principal 
amount. If the market price of the common stock 
holds near its present level (stock now quoted at 

2344) present deben- 


ture holders will find 








sues, totalling $138,- 
518,860,226, principal 
amount listed on the 
New York Stock Ex- 
change at the close of 
business April 30, 1946. 
The total market value 
of these bond issues on 
that date was $143,- 
904,400,671. The av- 
erage price per $100 
bond was $103.89 on 
April 30th as compared 


Bonds: 


Preferred Stocks: 


Suggestions for Current Investment Funds 


‘Amer. & For. Pwr. Deb. 5's, 2030........ $108'/2 $106 
Intl. Tel. & Tel. Deb. 5's, 1955 
Lehigh Coal & Nav. S. F. 3!/'s, 1970.. 105 105 3.3 
N. Eng. Gas & Elec. Assn. Deb. 5's, 1950 ‘101 
N. Pacific Ref. & Imp. 5's, C, 2047.... 
Pittsb'gh & West Va. Ist 4!/2's 1958-60 
Southern Pacific Deb. 4!/2's, 1981........ 109 110 4.1 


conversion far more 
profitable than accept- 


Recent Call Current ing the call price for 
Price Price Yield the bonds. 
4.6%, 


INDIANAPOLIS WATER 


105Yp 105 «4.7 , 
CO.: This company has 


100, 4.9 filed a petition with the 
1081/.105* = 4.6 State Public Service 


100, 1024.4 Commission asking per- 
mission to sell $14,725,- 
000 bonds bearing 
234% interest, due in 





B A . Dry Goods $7 2nd Pfad............. 143 N.C. 4.9%, we . 
with $105.29 on March ‘ikke «Aero ee Pd $ pe “ — 1976 at a price of not 
A ane 4 ws 1/ <i 
31, 1946. Barker Bros. 4'/2% ($50 Par) Pfd....... 56 55 4.0 less than 101/%. Pro 
Columbia Gas & Electric $6 Pfd......... 110 110 5.4 ceeds w ill be used to re- 
PANHANDLE EASTERN Curtis Publishing $4 Prior Pfd............. 76 75 5.2 deem $14,325,000 of 


PIPELINE CO.: This 
company has called for 
redemption on May 
27th all of its outstand- 








Sharon Steel $5 Pfd. .............. 
Stokely-Van Camp $1 Prior Pfd........... 


* Not prior to July |, 1952. N.C. Not Callable. 


314 % bonds, callable at 
104 and due in 1966. 
Last year, the company 
sold a $1,000,000 issue 


1054 105 4.7 
211, 21 4.6 











ing Ist mortgage and 
first lien bonds, series 
B C and D, at the call price of 104, 10314 and 
10314 respectively, plus accrued interest to the call 
date. The bonds will be redeemed at the City Bank 
Farmers Trust Co., New York City. 


GENERAL CABLE CORP.: This company has noti- 
fied stockholders of a special meeting to be held June 
10th to vote on a recapitalization plan. The plan 
includes the exchange of the present 150,000 shares 
of $100 par 7% preferred, which are in arrears 
$52.50 a share, for two new preferred issues, plus 
$12.50 in cash, and the reclassification of the class 
A shares on which arrears amount to $4.00 a share, 
into common shares at the rate of four shares of 
common for each class A share held. Unexchanged 
preferred shares, it is stated, will be called for re- 
demption on August Ist. 


NEW YORK STATE LEGAL LIST: The Superintendent 


of Banks has announced that the Banking Board has 
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bearing interest at the 
rate of 3%. 

BEATRICE CREAMERY CO. At the annual meeting on 
June Ist, stockholders. will be asked to approve 
amendment to the company’s charter authorizing a 
new issue of 59,862 shares of $100 par cumulative 
convertible preferred stock to be used to retire a like 
amount of $4.25 cumulative preferred stock now 
outstanding. It is the intention of the company to 
offer holders of the outstanding present preferred 
stock the right to exchange the shares on a share 
for share basis for the new issue. The redemption 
price on the old stock is $104.50 a share and the 
new dividend rate is not to exceed $3.50 a share 
annually. 


EMPIRE GAS & FUEL CO. This company, a subsidi- 
ary of the Cities Service Co., will call for redemption 
on May 31st, all of its 314% debentures due 1962 
which are outstanding in the principal amount of 
$18,211,400. With the Cities Service call of $35,- 
000,000 of its 4% de- (Please turn to page 243) 
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EDITORIAL: 


Good 


The late Julius Rosenwald, who formerly head- 
ed Sears, Roebuck & Co., and who was a great 
philanthropist, when asked the secret of his suc- 
cess replied, “Ninety per cent good luck and ten 
per cent work.” Mr. Rosenwald’s career, however, 
belied the small credit which he gave to work. 
Good fortune favored him but he was also a tire- 
less worker, and he had a quick eye for oppor- 
tunity. 

Many a successful man and woman can look back 
and recall some apparently unimportant happen- 
stance which completely altered their career—a 
chance meeting, an inspired idea, or some other 


fortuitous event 





Luck 


the limbo of forgotten things. 

So many of us are prone to hope against hope 
for a “lucky break” and frequently decry the 
fates that seem to bestow all of their gifts upon 
the other fellow. True, there is apparently an 
element of fate, or luck, in shaping the experi- 
ences of our lifetime, for there are things which 
cannot be otherwise explained or accounted for. 

Opportunity, however, has many guises and be- 
cause they may seem inconsequential at the time, 
the one real opportunity we have been waiting for 
may be overlooked. 

Be alert to your opportunities and prompt to 





recognize their ad- 








doubtless attributed 
to “good luck.” But 
unless they had had 
the ability and ener- 
gy to follow through 
the circumstance 
could easily have 
slipped quickly into 
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e This Department is dedicated to serve men in building up a reserve 
through every known means that will create stability—bringing the com- 
forts and joys of life—and happiness. 

It's our contribution, too, toward the firming of the foundation of 
our economy so that we will retain our status as free men and women 
in a new world. 

To you, our subscribers, we extend an opportunity to assist in spread- 
ing this doctrine toward security and right thinking—in the schools and 
universities, and in your own homes and offices. 

We are happy to cooperate and serve. 


C. G. Wyckoff, Publisher. 











vantages, however 
meagre they may 
seem. Waiting and 
hoping for your luck 
to turn can be a 
futile waste of valu- 


able time. 
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HOME 


Building Your Future Income 





G. I. INSURED 


“WW HAT IS A G.I, INSURED HOME 
LOAN?” Again, we have a con- 
fusing point which deserves clarification 
for former servicemen. It’s natural for 
the prospective borrower to assume that 
he will be insured in some way. How- 
ever, we must repeat that the lender is 
insured against loss... this insured loan 
is similar to the popular FHA insured 
plan for modernizations loans. Super- 
vised lenders (subject to supervision and 
examination by Federal, State, Terri- 
tory or District of Columbia authori- 
ties) have the privilege of accepting 
your G.I. home loan application on two 
plans. The Servicemens’ Readjustment 
Act of 1944, commonly referred to as 
the G.I. Bill of Rights, enables these 
mortgagees to advance your loan on a 
“ouarantee” or on an “insured” basis. 
The individual guarantee has been 
discussed extensively in earlier articles 

. as outlined on those occasions you 
will recall that the Veterans Adminis- 
tration issues individual guarantees 
against loss up to $4,000. Each guar- 
anteed loan is treated as a separate and 
distinct transaction by the Veterans Administration 
and by the lending institution. If a loss occurs in 
connection with an individual loan, the lender bene- 
fits by the amount of guarantee protection issued on 
that particular loan. 

The insured G.I. home loan provides protection 
for the lender on a collective basis . . . the insurance 
issued on individual loans is pooled in a general in- 
surance fund. Any loan which is eligible for the 
guarantee is eligible for insurance. And, when an 
institution informs the Veterans Administration that 
it wishes to advance GI home loans on the insured 
plan, the Administration establishes an insurance 
account in the name of the lender. This account is 
credited subsequently with maximum insurance up to 
15% of the amount of all G.I. loans advanced .. . 
thereby creating an insurance fund equal to 15% of 
the aggregate amount of all loans. In a manner 
similar to the guarantee system, both real estate and 
non-real estate loans may be made on the insured 
basis with respective insurance limitations of $4000 
and $2000 on individual transactions. The ex- 
G.I.’s maximum loan insurance privileges are ac- 
counted for in the same way as the guarantee... 
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By NATHANIEL M. GIFFEN, Jr. 





HOME LOANS 





Photo by Lambert 
Careful selection of the proper G.I. loan option is vitally 


important in financing veteran home building, as the terms 
and conditions of the alternatives are basically different. 


for example, issuance of $2000 in real estate loan: 
insurance automatically reduces non-real estate in- 
surance privileges to $1000. 

There are advantages and disadvantages to the 
Veteran in the insured plan . . . it depends on the 
personal plans of the former serviceman. The in- 
sured basis is of distinct advantage to the individual 
who wishes to conserve part of his loan privileges for 
a non-real estate loan or for a possible additional 
real estate loan. Only $1500 of insurance could be 
requested on a $10,000 loan while the lender might 
require a $4000 guarantee on the same loan if it was 
advanced on the individual guarantee basis. 

A disadvantage to the borrower under the insured 
plan is-the possibility that the lender might offer 
less liberal terms. Having less protection than could 
have been provided on the individual loan, the lender 
might specify larger monthly payments than those 
usually available under the 25 year maximum term 

. . shorter repayment terms might be asked. There 
also could be a tendency to grant loans in smaller 
amounts than might be advanced on the guarantee 
plan. All of this depends on the lending policy of 


the individual institution (Please turn to page 238) 
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ENDOWMENT 
POLICY 


Settlement 
Options 





By EDWIN A. MULLER 


N RESPONSE TO ouR series of articles on the use of 

settlement options contained in life insurance poli- 
cies, there have been requests for a discussion on such 
options in effect in endowment policies. I judge that 
a number of our readers do not know of the taxation 
of matured endowments as annuities. Some of the 
special provisions and clauses may be perplexing to 
the average policyholder if he reads his policy, but 
more perplexing from the purchaser’s viewpoint is 
their tax treatment. 

An Endowment policy purchased at the younger 
ages will mature or become payable for its face 
amount at the end of the endowment period, if the 
policyholder be living. The maturity value will gen- 
erally exceed the total premiums paid over the per- 
iod. Section 22 (b) 2 of the Internal Revenue Code 
excludes from taxable income amounts received 
(other than amounts paid by reason of the death of 
the insured, and interest payments on such amounts 
and other than amounts received as annuities) under 
a life insurance or endowment contract. But if such 
amounts, (when added to the amounts received be- 
fore the taxable year under such contract), exceeds 
the aggregate premiums or consideration paid 
(whether or not paid during the taxable year), then 
the excess shall be included in gross income! 

Therefore when a policy is maturing as an endow- 
ment payable in one sum, the excess of the endow- 
ment over the cost of the policy is taxable income 
for the year of maturity. It has been held that such 
profit in the endowment is taxable as ordinary in- 
come and not as a long term capital gain. 

The cost of an endowment policy is the total pre- 
miums less the total dividends allowed thereunder, if 
a participating or dividend policy. In the case of 
non-participating or non-dividend policies the cost 
is the aggregate of all premiums paid. Disability 
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and double indemnity premiums are excluded in de- 
termining cost. 

An Internal Revenue Bureau letter published in 
February, 1941 provides that where dividends are 
allowed to remain with the company to accumulate, 
subject to withdrawal, the interest credited each year 
is taxable income for such year. In addition, the in- 
terest added to the dividend accumulations for the 
year of maturity will be taxable income for the year 
of maturity. 

If dividends are applied to purchase paid-up ad- 
ditions to the insurance, then the amount of divi- 
dends so applied is added to the net cost of the sum 
insured, and such total cost is deducted from the 
sum insured, plus paid-up additions at maturity in 
order to determine the taxable profit at maturity. 

Endowment policies settled under any of the op- 
tions, (except the interest option) are taxed as an 
annuity according to regulations. If the instalment 
option is elected after the date of maturity, the 
policy is taxable as if the endowment sum had been 
received on the principle of constructive receipt, and 
the endowment proceeds applied to the instalment 
option is regarded as the cost of the instalments for 
determination of the taxable income. 

Where the insured indicated his choice of instal- 
ment option before date of maturity, but actually 
signed the formal election shortly after maturity, it 
was ruled that the endowment was not taxable as 
constructively received, and that the cost of the en- 
dowment was to be regarded as the cost of the 
Annuity. 

In my opinion it is not necessary to previously 
endorse an endowment policy during the premium 
paying period, with an Instalment Settlement Mode 
before maturity. Although it is no doubt prudent 
to do so, all that appears to be required is to make 
the instalment option election in the claim form 
which is usually completed several months before 
the date of maturity. 

If at the maturity of the endowment, the final 
dividend or dividend accumulations should be added 
to the sum insured and the entire amount applied to 
an instalment mode settlement, then the cost of such 
mode for tax purposes should be regarded as the net 
cost of the policy, plus the dividend or dividend ac- 
cumulations applied to the mode. 

The taxable portion of the yearly instalments 
under the Mode Settlement is an amount equal to 
3% of the cost. The balance of the instalments 
each year is tax-free until the total amounts re- 
ceived tax-free equal the cost, and thereafter the full 
instalments are taxable. 

If an insured lived his normal expectancy, then 
this method, while an arbitrary one and open to ob- 
jection, is better than the old rule, and results in a 
lesser tax liability. The old rule simply allowed you 
to recover your cost before being taxable. After 
receiving back the cost all income then received was 
to be included as taxable. 
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BUSINESS 


Building Your Future Income 





Helping the SMALL Businessman 


By WILLIAM A. HOWELL 





HESE COLUMNS HAVE STRESSED repeat- 
edly that the prime and indispensable 
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requisite for anyone planning to estab- 
lish their own business is at least a work- 
ing knowledge of the field in which they 
wish to set up shop. Without such knowl- 
edge, the new businessman will start his 
career with “two strikes” on himself. And 
if knowledge can be augmented by actual 
experience so much the better. It would 
be far more prudent for the prospective 
businessman to postpone his venture for 
six months or a year, while gaining some 
actual experience. 

The current resurgence of new busi- 
nesses in the United States is one of the 
greatest in history and in keeping with this 
trend there have been published scores of 
books and other reading aids on the sub- 
ject. Some of these have been designed 
obviously to capitalize a popular demand 
and are more or less superficial in their treatment 
of the subject. But there are a number which are 
both comprehensive, authoritative and otherwise 
worthwhile from the standpoint of anyone embark- 
ing on a new business venture. In fact, there is 
much in these books which might be read with 
profit by small businessmen already established. 

One of the most extensive information projects 
is the one undertaken by the Bureau of Foreign 
and Domestic Commerce, which has published an 
extensive list of books dealing with most of the 
more important segments of small business. In- 
cluded are books dealing with the setting up and 
operation of a service station, bakery, grocery 
store, beauty shop, real estate and insurance, elec- 
trical appliance, sawmill and others. These books 
have been carefully prepared and edited, with the 
assistance of various members of the fields covered. 
Prices range from 10 cents to 35 cents each and 
full list can be obtained by writing to the Super- 
intendent of Documents, U. S. Government Print- 
ing Office, Washington, D. C. They are worth 
much more than the nominal price asked for them. 

Another very excellent book is titled “The Vet- 
erans’ Best Opportunities,” written by Lt. Comdr. 
Edward R. Fiske, and published by Essential 
Books, 270 Madison -Ave., New York 16, N. Y. 
Commander Fiske, by his. experience and_back- 
ground, is well qualified to write on his chosen sub- 
ject. The book contains a wealth of source material 
and the numerous chapters dealing with different 
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Photo by Ewing Galloway 


Behind every successful small business is the proprietor's 
“know how," personality, acumen and untiring energy. 


businesses have been written by experts in their 
field. The book sells for $2.50. 

“A Business of My Own” is the title of another 
soundly written book for the embryo businessman. 
The writer, Arthur E. Morgan, spent five years 
and traveled many thousands of miles gathering 
data relating to small businesses. Emphasis is 
placed on the possibilities and opportunities in 
small community occupations and industries. Sev- 
eral hundred small businesses are described in the 
book, or otherwise referred to, and it describes most 
interestingly, the place of a small business in com- 
munity life. It can be obtained by sending $1 to 
Community Service, Inc., Yellow Springs, Ohio. 
This small investment should pay handsome divi- 
dends. 

Another interesting and helpful book obtainable 
for $1 is “Your Own Store and How to Run It.” 
Published by Thomas Y. Crowell Co., New York 
City. It deals in simple language with such matters 
as where to locate, how to buy goods, how to make 
displays, how to attract customers and how to bor- 
row money. A number of store lay-outs are pre- 
sented, typical budgets are set up and various con- 
trol systems are suggested. The book is written by 
Robert F. Chisholm and is based on material col- 
lected from retailers throughout the country. 

Walter F. Shaw and Edith W. Kay, business 
counsellors and specialists in distributive education 
have collaborated on the book titled, “How to Start 
Your Own Business.” (Please turn to page 242) 
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Cross Currents On the other hand, since Febru- _ attributes boil down to one thing: son 
The ‘Dow-Jones industrial ary 2 there has been a strongly excellent earnings right now, and dise 
average made a new bull market continuing bull market in stocks a generally good prospect at pri 
closing high of 206.97 last Feb- like American Cyanamid, Bristol- least for the duration of the post- goc 
ruary 2. That level has not been Myers, Federated Department war catching-up boom. Per cru 
more than modestly bettered at Stores, Lambert, Lone Star Ce- contra, the market laggards are uP> 
any time during these subsequent ment, Marshall Field, Montgom- mostly those with drab current be» 
three and a half months, and it ¢Ty Ward, Pfizer and Sterling sien Clete and not too brilliant But 
is just about where we stand as Drug. These have been decided- medium-term prospects. That is Cor 
this is written. But to say that ly profitable holdings during a certainly a rational pattern of ficie 
the market—to the extent that it Period of general-market hesita- selectivity. This department, ail ee 
is reflected in the Dow average— tion. All have been recommended — that good current earnings tha 
has done nothing is not at all to 1 our pages at lower levels than will gr tang to interest buyers _ 
say that nothing has been hap- "°W prevail. yarasslt wea re gg ward ~ 
pening in the market. It all de- a Rigel ee a . ai 
pends on what stocks you hold. More Of The Same? 1 red — a still aC 
To cite but a few, purchases The outstanding market per- she atau” ings inca — d 4 
made on February 2 would show formers cited just above run wes lig k sans gg whee at 
sizable losses now in U. S. Steel, heavily to “consumer-goods com- stoc ee ——- Un; 
General Motors, Corn Products, panies”; also to “low-labor-cost pence chy projected alle ace I - 
International Harvester, Timken companies”; also, with rare ex- — : mace = “re 
Roller Bearing, Westinghouse ceptions, to “large beneficiaries i. paar ang — an ce wen oes Nat 
and other so-called “pivotals”. of lower taxes”. But all of these = S** 12 "le pattern oF se sii, st 

‘an now be forecast. of 
regi 

| Public Utilities itd 
| Increases Shown In Recent Earnings Reports On the basis of 25 reports, net nie 
| Latest Year income of electric utilities for the ly, | 
| sein eased first quarter averaged about ag 

| neem ase arpNt pas eseecsessus . sam on 1 sig A ce = 37% more than for the like 

| Columbia Gas & Electric......0..0.0000.... 12 mos. Mar. 31 ............ 1.00 .63 — ~ i last ‘ood The wr 6 Rum 
| Columbian Carbon oouo.......ccccsescseeees ae) oT) nee 79 59 nara are that the industrial 
| Crowell-Collier Mar. 31 quar. ee 1.24 1.08 | load is down less from the war way 
“=> eta 6 mos. April 30... 89 39 |} peak than had been expected, pass 
| NRUSETII OROVON 6. 5..45s0scescsssesicsvbictersesveses Mar. 31 quar. ........ soiiees MED: 23 | that the -residential volume is Cor; 
| Louisiana Land & Exploration................ DBE DN RIUANS. 3: 5c00552400 0500 a f 13 | rising, and that repeal of the ex- ager 
Mid-Continent Petroleum ..............000.0+: 2 oe | |: ||). Se ee 1.25 88 | cess profits tax has been a boon. dak 
| Pacific Gas & Electric..................cc000 12mnoss War, 33) )..cc06.-0. 2.60 27 | None of which should surprise i 
aa . ae i | our readers, for it has been fore- yi 
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cast in our pages. But do not 
count on continuing profit gains 
of anything like 37%. That is 
too much for so “political” an 
industry as utilities. The present 
rate of gain will speed rate cuts. 
For the year as a whole the 
writer would look for not less 
than 10% more profit than last 
year, nor more than 20%. So put 
it as a guess-estimate of 15%. 
That will permit some modest, 
and judicious, dividend increases. 


Coal 


Bituminous coal is a tough in- 
dustry. It has taken many beat- 
ings from Mr. Lewis and from 
fuel oil, but its actual competitive 
losses — unlike anthracite — have 
generally been exaggerated. It is 
still the great fuel of industry, 
utilities and railroads. Otherwise, a 
strike in the mines would be 
something less than “a national 
disaster”. Nevertheless, higher 
prices will do the industry no 
good. Perhaps Lewis figures that 
crude oil prices are also headed 
up, and that is correct—or will 
be when OPA is out of the way. 
But what about natural gas? 
Consumption of this highly ef- 
ficient fuel last year was 50% 
more than in 1940, 100% more 
than in 1935. The pipe lines are 
gradually taking it to more of 
the population centers. It might 
cross the river into New York 
City within two or three years. 
That could be a help to Consoli- 
dated Edison but, relatively, a 
much bigger boon to Brooklyn 
Union Gas. Coal stocks, by and 
large, have for many years been 
poor investments. They still are. 
Natural gas, although with some 
of the disadvantages of utility 
regulation, can class as one of the 
few “growth” industries. Consoli- 
dated Natural Gas, cited here 
some weeks ago, is up substantial- 
ly, and holding within a hair of 
its bull market high. 


Rumor 


“They” say—this being the 
way most people in Wall Street 
pass along rumor—that Atlas 
Corporation, the smartly - man- 
aged investment trust which spe- 
cializes in special situations, may 
liquidate and pay off shareholders 
at a price well above the present 
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market. Could be, but we are 
skeptical. Why should a proposi- 
tion so remunerative to the man- 
agers, as well as generally satis- 
factory to the stockholders, liqui- 
date? Of course, Atlas will liqui- 
date some of its holdings. (They 
were acquired for profit, not for 
keeps). Its biggest getting-out 
job, not denied, will be in R.K.O., 
of which it holds over 1,300,000 
shares at a fat profit. There 
would not be much point in keep- 
ing this quiet, for so big a block 
could not be sold in the auction 
market anyway. It will be a 
special distribution. By the way, 
R.K.O. earnings are big enough 
to support a boost in the $1.20 
dividend, perhaps to $1.50—co- 
incidentally making it easier to 
attract buyers to the stock. We 
are rather fond of Atlas, and in- 
terested in its doings—one reason 
being that we recommended Atlas 
warrants in 1942 at 25 cents, 
and they are now worth $11 
(after being above $13 for a 
time. ) 


Industrial Rayon 


We like this stock before its 
2-for-1 split and still do—with- 
out for a moment ignoring that 
it is nowhere near as cheap as 
when we first gave it an admiring 
nod. Earnings for the first quar- 
ter were $1.15 a share, against 
23 cents a year ago. That’s at a 
rate of $4.60 a year, equal to 
$9.20 on the old stock for which 
we had guess-estimated a_post- 
war potential around $8. here 
is some process-royalty income in 
the figure which will not go on 
forever, but on the other hand 
the company clearly has further 


growth of volume ahead in its 


own plants. Especially strong in 
rayon cord for tires, this con- 
tinues to be a “growth” situation 
so far as we can see. As such, it 
looks reasonable at a price about 
11 times current annual earning 
power, the ratio prevailing as 
this is written. 


Chemicals 


As a rule, chemical stocks have 
done very well in the market so 
far this year. No wonder, since 
they have about every attraction 
except low price-earnings ratios. 
They have excellent current sales 
volume, assured growth pros- 
pects, “romance”, manageable 
labor costs, satisfactory profit 
margins in most cases. Some of 
the interim earnings reports 
make startlingly good reading: 
Monsanto Chemical, for instance, 
with $2.21 a share for the March 
31 quarter, versus 93 cents a 
year ago. That’s a rate of $8.84 
a year. “Informed” buying had 
already put this good stock to 
160. Commercial Solvents, far 
from one of the best, has been 
really “going to town” in the re- 
cent market. It appears that 
speculation is gaining momentum 
in lower-price chemicals or, per- 
haps we should say, the moder- 
ate-price chemicals. They have 
allure even if there is more 
“chemical” in the name than in 
the output. Note the budding 
rise in Sun Chemical, which is 
mainly a maker of printing inks 
and, more recently, of paints and 
varnishes. 


Rails 


The action of many rail stocks 
begins to look somewhat prom- 
(Please turn to page 243) 

















Declines Shown in Recent Earnings Reports 

















Latest Year 

Period Ago 
Anaconda Copper. oo.......ccccccececesccceeeeeeees Mar. 31! quar. ....... $.06 $.85 
Atlantic Coast Line RR... ccc. Mag, 3) Gilat oo. ..cic cn. 52 4.80 
Campbell, Wyant & Cannon................ a ape SO tate g.ccisticcccdccse at 57 
Copper Ranges qc icscescsccicsncsentecacsva: Mar. SU quars:...:-:565-0:.0205. 18 .28 
Fairchild Engine & Airplane.................. Year Dec. 31 34 1.12 
General Time Instruments. .... 12 wks. Mar. 23 0......0000.. Al 95 
AC ILL CT RI ne Mar. SP quar .....6:0scic0z-. 26 45 
CLC Lau LCC] ERROR eee Ue '2 mos. Mar. 31 .........:...: 1.57 3.00 
BaRkeeT RUSE ELOOE ¢,6.c<csccicsccaassetocisrsnries G& ims. Macs SP oo. s5.c:... 82 98 
Texas Gulf Producing ............ccccccccesseee Mars SP quate icc. 14 .20 
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The Personal Service Department of THz Macazine or Wai Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 


of your broker. 


This service in conjunction with your subscription should 


represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





American Agricultural Chemical 
Co. 


Please advise outlook for American Ag- 
ricultural Chemical Co. 
—C. O., Denver, Colorado 


American Agricultural Chemi- 
cal Co. is one of the leading fer- 
tilizer companies. Other activities 
include mining and selling phos- 
phate rock to domestic and for- 
eign consumers, also production 
of phosphorus products for the 
food, pharmaceutical, etc., indus- 
tries. 

Capitalization consists solely of 
627,969 shares of no par common 
stock outstanding. Balance sheet 
as of June 30, 1945 showed net 
asset values of $22,725,707, equal 
to $36.19 per share, as compared 
with $35.42 per share as of June 
30, 1944. 

Earnings for fiscal year ended 
June 30, 1945 showed $2.77 a 
share, against $2.90 in the pre- 
vious year. Profits for the first 
nine months of current fiscal year 
amounted to $2.53 a share, com- 
pared with $1.58 in the corres- 
ponding period of the preceding 
year. Dividends totaled $2.00 a 
share in 1945. 


With the world-wide shortage 
of food products, fertilizer will be 
in greater demand than ever. 
With the elimination of excess 


profit taxes, earnings outlook has 
improved greatly. 
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Collins & Aikman Corporation 


Please furnish a report on Collins & 
Aikman Corporation. I am enclosing a 
stamped self-addressed envelope for your 
reply. —J. R., Newburgh, N. Y. 

Net profit of the Collins & Aik- 
man Corporation and subsidiar- 
ies, excluding Canadian subsidi- 
aries, amounted to $2,860,099 for 
the fiscal year ended March 2, 
1946. The profit is equal, after 
preferred dividends, to $4.81 a 
share on the common stock, com- 
pared with $2,003,605, or $3.23 
a common share, for the 53 weeks 
ended March 3, 1945. 

Earnings from operations, be- 
fore provisions for depreciation, 
pensions, managers’ participating 
fund and federal and state income 
taxes, were $4,685,293. Profit on 
the sale of capital assets was 
$790,709 and there was other in- 
come of $87,639. Depreciation 
for the fiscal year totaled $505,- 
319, provision for federal and 
state income taxes was $1,977,- 
000. Provision for managers 
participating fund was $142,! 547 
and reserves and pensions was 

78,676. Earned surplus as of 
March 2nd last, aggregated $11,- 
820,945 compared with $9,617,- 
104 on March 3, 1945. The com- 
pany’s contracts with agencies of 
the United States Government 
are subject to renegotiation. 

With record demand from the 
automobile and furniture trades 


expected, the earnings outlook for 
this company is highly promising. 
The conservative $1.00 annual 
dividend rate is expected to con- 
tinue. 

Sperry Corporation 

Please furnish late earnings and outlook 
for Sperry Corporation. 

—C. M., Washington, D. C. 

Sperry Corporation’s net in- 
come in 1945 declined to $6,954,- 
437, or $3.45 a share, compared 
with 1944 net of $7,725,138, or 
$3.83 a share. Shipments were 
$291,280,701 against $427,136,- 
000 in 1944. 

Although the company has the 
strongest financial position in its 
history, it expects little profit on 
current orders because of higher 
costs and price restrictions. Indi- 
cations are that 1946 volume will 
be considerably higher than in 
prewar years, but, because of 
lower pricing on existing military 
business and higher costs, the 
company will not be able to real- 
ize the rate of profit made in pre- 
war years. The backlog of orders 
on the company’s books on March 
31st last was $54,500,000. Work- 
ing capital at the close of 1945 
was $45,720,616, against $31,- 
148,476 a year earlier. 

Further unfavorable factors 
are the presence on the market of 
large numbers of surplus aircraft 
and marine navigation instru- 
ments, increased competition f: 
available military business and 
price restrictions and inability to 
secure materials. Sperry Corpor- 
ation has recently invested $2,- 
512,540 in four companies and 
this should improve company’s 
prospects. 

Graham Paige Motors 

I would appreciate a late earnings re- 
port on Graham Paige Motors. I am en- 
closing a stamped reply env elope for your 
convenience. —A. E., Newark, N. J. 

Gross sales of Sisien Paige 
Motors Corp. for 1945 amounted 

(Please turn to page 248) 
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heeping Abreast of Indus trial 
~ and Company NewS ~- 





Comments of company executives in the current industrial melee are signi- 
ficant for their frankness, and for reflecting broad variance in the near term or 
longer outlook for different industries and their segments. 


In reviewing the present status and operating difficulties of the Chrysler 
Corporation, pesident K.T.Keller expresses confiderice that various handicaps will be 
competently dealt with when they are properly understood and evaluated. Meanwhile, 
he says, the company will sensibly do the best it can. 


A.L.Cornwell, Vice President of F.W.Woolworth Co., views the outlook through 
rosy glasses. Sales of his company, he reports are 9.7% above last year for the 
quarter, staple articles again are on the counters and a flush cash position will 
permit retirement of $17 million debt. 











In the railroad field, President Wayne A. Johnston of Illinois Central 
Railroad frankly tells stockholders that chances of dividends in 1946 are slim. 
Despite $5.6 million reduced interest charges and net earnings of over $2 million in 
the last four months, uncertainties as to the general state of business and freight 
rates preclude near term distributions. 








Longer range potentials for makers of radio parts are enhanced by the growing 
number of radio "hams" or amateurs, in the belief of H.W.Clough, vice president of 
Belden Manufacturing €o. The prewar 60,000 tally of these amateurs increased to 
100,000 by VJ Day and will grow to 200,000 by next year, he says, eventually climbing 
to half a million. J 


Due to wartime development of electronics, W.H.Milton Jr., head of General 
Electric Co's plastic division, production of plastics has been doubled. Mr. Milton 
predicts that sales of these products in 1946 also will keep pace with the increased 
output, compared with prewar. 











In one of the largest oil deals of late years, Warren Petroleum Corp. has 
acquired the holdings of E.L.Hanlon of Tulsa in several concerns for a reported sum 
around $12 million. The Hanlon companies have a combined manufacturing capacity of 
75 million gallons of natural gasoline per annum, in addition to important crude oil 
producing properties. 





Government seizure of 260 packing plants some time ago made headline news, 
but in beginning to withdraw from this industry Federal managers merely pass into 
obscurity, probably to their own relief. After four months tussling over labor 
disputes, Swift, Armour, Wilson, Cudahy and Morrell companies have been returned to 
private management. 





Industrial users of sugar are heartened to hear that Cuban sugar growers 
have agreed to the offered price of 3.67 1/2 cents a pound for their 1946 crop, but 
still up in the air is a decision over prices for 1947. The Cubans fear lest inflat- 
ion might affect next year's American dollar. 
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Davega Stores Corporation has joined the swelling ranks of borrowers now 
retiring term loans established to smooth the path of the transition period and no 
longer needed. Davega is paying off its $1.5 million serial notes running to 1962, 
obtained through the National City Bank. 





More than 600 American ships are now tied-up idle for lack of cargoes, ac— 
cording to Almon BE. Roth, president of National Federation of American Shipping, but 
many of them are really obsolete. Worldwide construction of up—to-date vessels, 
however, will bring available tonnage eventually to ssid 9 million tons above 1939, 
counting only serviceable ships. 








Company officials taking advantage of the current bull market to cash in on 
valuable stock options granted them in recent years will now stop, look and listen. 
The Treasury Department has announced that profits from this source hereafter will 
be subject to regular income tax rather. than being eased by is bialbtae them as 
capital gains. 


The aluminum companies are outdoing each other in producing new applications 
for their light metal in the competitive market. Latest announcement by ALCOA 
assures availability of aluminum products in a wide range of colors for the first 
time, including reds, blues, yellows and their pastel combinations. 


Not to be outdone by its rival, Reynolds Metals Co. is ready to offer a strong 
aluminum sandwich to be called Reynolite. Sheets of aluminum are bonded together by 
@ plastic to create readily formable products with exeptionable strength. In build— 
ing construction, this newcomer is expected to find wide uses. 


When Kaiser—Frazer motor car makers stepped into Willow Run after its sur— 
render by Ford, Graham—Paige followed along too, vacating its former premises. Now 
comes Chrysler as a buyer for the old Graham—Paige plant, paying $2.75 million for 
a welcome extension of its hard pressed facilities. Still pond, no more moving. 








Between the loss of war orders and a strike of record duration, sales of 
International Harvester Co. dropped 42.5% during the last six'months. The strike 
alone precluded production of 75,600 farm implements and cost employees $14.7 
Thillion in wages. So what. 





The progress of television has been given a boost by a new device developed 
by the American Optical Co. Criticisms that prewar sets permitted too Small an image 
to suit the average observer may now be silenced, for the company claims Sengan its 
invention. will expand the picture five times over. 





Confirming the already established tremendous demand for consumer goods of 
every description, Flo English, director of the Third Annual Housewares Show pre— 
dicts that orders booked will top $1,000,000,000. In the first two days of the show 
alone the tally was over $150 million. 





Veterans weary of military headgear, are making business boom for some of the 
leading hat manufacturers. April sales of Adam Hat Stores, Inc., for example hit an 
all—time record of $1.69 million, 69.8% above the showing for the same month a year 
ago. 


Although sales of Sperry Corporation in 1945 dropped to $291 million against 
$427 million in 1944, net per share dipped to only $3.45 compared with $5.83 in the 
previous year. The president, Thomas A. Morgan, however, cautions shareholders that 
1946 volume, though probably well above - prewar, will not ee comparable profits 
because of mounting costs. ' 
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SUMMARY 


MONEY AND CREDIT—Treasury Secretary Vinson 
aims to stabilize interest rates around present level; but 
yield on outstanding Government bonds continues to 
tise moderately with receding market prices. Savings 
bonds redemptions have risen to 90°% of sales, com- 
pared with only 35% a year ago. 


TRADE—Department store sales in four weeks ended 
May 4 were 45% ahead of last year, against a cumu- 
lative increase of only 24° for year to date. 


INDUSTRY—Coal strike, even if the present ''truce" 


J proves permanent, will have cost the Nation around 


$1.25 billion in lost production to give the miners a 
raise of '% billion annually. Corporate profits in the 
first quarter were a third less than last year, largely in 
consequence of strikes. Civilian employment in early 
April was 1.6 million greater than a month earlier and 
unemployment was 360,000 lower. 


COMMODITIES—O. P. A. hikes grain price ceilings to 
encourage offerings for export to hungry Europe. Re- 
sult will be more meat this summer and much less next 
winter. Inflation thus receives another official boost. 
Agriculture Secretary Anderson says food subsidies now 
bring the farmer about a third of his net income. 

* * * 
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Six weeks of the coal strike have caused a decline of 
nearly 5% in the Nation's volume of Business Activity 
down to a level 7.4% below this year at this time. For 
the month of April, this publication's business index 
receded to 164.4°%, of the 1935-9 average, from 166.2 
in March,’ and was 4.6°%/, below April, 1945. On a per 
capita basis, the April index was 150.4% of the 1935-9 
average, compared with 153.2 in March and 160.3 for 
April of last year. 

x * * 

Civilian Employment in early April, despite the coai 
strike, was 1,600,000 greater than a month earlier and 
1.6 million above April, 1945. Unemployment in early 
April was down to 2,350,000—360,000 lower than a 
month earlier. 

a 

According to our index of business activity, the Coal 
Strike had already cost the Nation about $850 million 
in lost production, up to the time of Mr. Lewis’ "truce". 
It will reach about $1!/, billion by the time affected in- 
dustries have climbed back to pre-strike production. The 
walk-out will thus have cost the public $5 for every 
dollar-a-year wage increase won by the U. M. W.., with- 
out counting the consequent rise in living costs. 

x ok x 


Next year, and every year, this hold-up will be re- 
peated until public resentment calls a halt. Labor- 
management disputes are always adjusted eventually. It 
would be much less costly to settle them without 
strikes. 

(Please turn to following page) 





EImflatien Facters 








































































































BUSIN 
(M. 





INDUS 
Minin 
Dural 
Non- 


_—_ 


CARL¢ 
Man 
Mdse 
Grair 


ELEC. 
SOFT 


Cum 
Stock 


PETRC 
Crud 
Gaseo 
Fuel 
Heat 


LUMB 
Stoc 


STEEL 
Cum 


ENGII 
AW 
Cum 


MISCI 
Papi 
Hos 
































Issue 


w 
o 
oO 


| 


—-AVo=—-A 


~~ 


Me rd ak 


WWNHAN TONY @ONWAN SNH WW 











Latest Previous Pre- 
Wkor Wher Year Pearl PRESENT POSITION AND OUTLOOX 
Date Menth Month Ago _— Harbor 
MILITARY EXPENDITURE (tf) $b May 8 0.42 0.75 1.78 0.43 : 
Cumulative from Mid-1949.............. May 8 334.9 3345 2765 14.3 (Continued from page 233) 
Prolonged stoppages in key industries are 
FEDERAL GROSS DEBT—$b May 8 272.3 272.4 235.4 55.2 aggravating shortages without making much of 
9 
a dent in the Nation's purchasing power. Strike 
MONEY SUPPLY—Sb settlements bring higher wages, greater costs 
ccna Sakitatht OMe... May 8 38.3 38.2 39.5 24.3 and more price increases. The coal lost to in- 
Currency in Circulation.......cses May 8 28.0 27.9 263 10.7 | dustry by the strike has been transmuted into 
fuel for Inflation. Chairman Eccles of the Fed- 
BANK DEBITS—13-Week Avge. eral Reserve Board was on solid ground when 
Sa Mth Mi esedssacei May 8 7.35 7.40 6.20 3.92 he told the Senate Banking Committee recently 
Nl ME seatsincoer May 8 8.07 8.10 7.76 5.57. | that it would be futile to extend price control 
without provisions for continuation of production 
INCOME PAYMENTS—$b (cd) Feb. 12.11 13.05 12.74 8.11 while labor disputes are being settled. 
Salaries & Wages (cd).................. Feb. 8.07 8.18 9.53 5.56 * * * 
Interest & Dividends (cd).............. Feb. 0.52 1.12 0.49 0.95 
Farm Marketing Income (ag)........ Feb. 1.39 1.53 1.35 1.21 Owing to production losses in a few key in- 
Includ'g Govt. Payments (ag)........ Feb. 1.46 1.65 1.40 1.28 | dustries, Net Income reported by 300 leading 
corporations for the first quarter, as compiled 
CIVILIAN EMPLOYMENT (cb) m Apr. 54.6 53.0 52.8 52.6 by the National City Bank, was at an annual 
aeiniine heaohamsiet er a hg 7.0 7.9 8.9 rate of only 6% on net worth, against 9.1% for 
mployees, Manufacturing = ar. . 11.3 15.4 13.6 the li iod i 
aa a vy 4 ra ee the like period in 1945. the greatest slump was 
in iron and steel. Large increases, on the other 
UNEMPLOYMENT (cb) m Apr. 2.3 2.7 0.7 3.4 hand, were reported by consumer goods indus- 
tries. 
FACTORY EMPLOYMENT (ib4) ia 127 122 166 147 * + * 
Durable Goods ......<...<.::<<ccsc000c. preste Mar. 133 122 223 175 
hay ee Sa In Mar. 122 122 121 123 In line with an old adage that it is an ill 
FACTORY PAYROLLS (ib)4 Feb. 211 229 345 198 wind that blows no one any good, a few indus- 
tries—such as telephone, bus and truck traffic; 
FACTORY HOURS & WAGES (Ib) = di ee - oo id ven ool ee actually 
eb. E 2 , 40.3 enefited from the coal strike. 
rtrd nt 1 a Feb. 100.2 100.3 1043 = 78.1 
Weekly Wage ($)..nnnccoecone | fe oe eee eer eee viel 
Thus far there has been little abatement in 
PRICES—Wholesale (Ib2) May 4 109.9 109.6 105.7 92.2 the mad scramble for merchandise, with De- 
eS es Feb, 142.6 143.0 139.6 116.2 partment Stores reporting for the four-week 
period ended May 4 a 45% increase in sales 
Ghee et 18s 100) Mar 130.2 129.6 126.8 110.2 over the like interval last ane compared with 
Food Mar. 140.1 139.6 135.9 113.1 a cumulative gain of only 24% for the year 
Clothing | Mar ISL 1505 143.7 113.8 | fo date, AAs summed up in a newspaper head: 
ROD cess raststiviccstuescncspmnoee ce sane 108.4 108.3 108.3 107.8 line: "Christmas shopping began early and has 
never stopped." 
RETAIL TRADE $b ies 
Retail St Sal d Feb. 6.19 6.44 5.11 4.72 ° 
jonah oa aoc CE. See oy 0.94 1.01 0.69 114 Further evidence that folks are spending more 
eg eee tier seeeeeneeee ace Feb. 5.25 5.43 4.42 3.58 and saving less may be found in a recent Treas- 
hat ton tds ob)... sm oo 0.51 0.39 0.40 | ury report that Savings Bond Sales in April 
Retail Sales Credit, End Mo. (rb2) = ‘ 2.59 2.18 5.46 | totaled only $668 million, with redemptions 
reaching 90% of sales; compared with $838 
MANUFACTURERS’ wong in April, 1945, and redemptions of only 
New Orders (cd2)—Total ............. Feb. 181 190 260 181 35%. 
Durable Goods ou... eeecssse csseee ‘Feb. 170. 177 326 221 * 
Non-Durable Goods .................... Feb. 189 198 220 157 R 
Shipment (cd2)—Total Feb. 184 185 287 183 Business organizations that have been most 
Busia tsoods .............. es — 155 167 394 220 vocal in demanding early abolition of the 
Non-Durable Goods eb. 203 197 213 155 O. P. A. are beginning to have misgivings over 
the possibility that their propaganda may prove 
BUSINESS INVENTORIES, End Mo. to have been too successful. On the theory that 
Total (cd) mS by oon sssseccnsssssssssscsvensss Feb. 26.9 26.6 26.6 26.7 high pressure must be applied to overcome stiff 
noe ald mssateascaseccosteestaabvees “ea 16.6 16.4 16.5 15.2 resistance, fears are being expressed in some 
2 eee a Fel. HE c. 4 M4 quarters that the future for democracy and free 
Mink Feb. 159 156 149 139 enterprise in America may have been jeopar- 
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1935-9—100. 
tons. 
Without compensation for population growth, 
ment and Charge accounts. 


Ib—Labor Bureau. 


m—Millions. 


st—Short tons. 


1926—100. 


pc—Per capita basis. 
+—Thousands. 


edlb—Commerce Dep't. (1935-97—100), using Labor Bureau and other data. 
lb2—Labor Bureau, 
mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. 
rb—Federal Reserve Board. 


lb3—Labor Bureau, 


en—Engineering News-Record. 
1935-9—100. 


Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor 
BUSINESS ACTIVITY—i—pc May 4 149.0 150.0 163.2 141.8 a ; 
TOS ae a Ser eee May 4 162.0 163.0 175.5 146.5 | dized by efforts to profit overmuch from this 
Fleeting Post-War Interlude of Scarcities. 
INDUSTRIAL PROD. (rb)—Il—np Mar. 169 153 235 174 
Te re sere eee Mar. 139 142 142 133 ©? 3 
Durable Goods, Mfr. ..........:cccce000 Mar. 183 141 345 215 - 
Non-Durable Goods, Mfe........ ........ Mar. 168 167 176 141 General Manager Lew Hahn of the National 
Dry Goods Association has called upon reputable 
CARLOADINGS—t—Total May 4 671 660 866 833 business men everywhere to protect the public 
Manufactures & Miscellaneous... May 4 376 378 408 379 against Price Inflation. “If the bill substantially 
WA tee Me cos caesn ce cckvecsesucaiaasests May 4 130 129 113 156 : } 
SE 1 RS eee rece ee May 4 35 33 52 43 as it passed the House should become law it 
will place a great obligation upon all responsi- 
ELEC. POWER Output (Kw.H.)m May 4 4,012 3,977 4,397 3,267 ble business to assert a voluntary control over 
SOFT COAL, Prod. (st) m May 4 0.5 0.6 10.7 10.8 | Prices.” 2 
Cumulative from Jan. Io... ee. May 4 164 163 206 446 alia 
SUE CLS CURL 2 Eee err onteere eee Mar. 58.5 51.2 45.5 61.8 Experienced and foresighted business heads 
PETROLEUM—(bbls.) m who remember the buyers’ strike after the first 
Crude Output, Daily... o.... May 4 4.7 4.6 4.8 4.1 world war, and the ensuing depression of the 
serge sessesestecsasssesaeeesenseenens May 4 99 100 89 88 '30s that gave birth to the New Deal with its 
NUR RNG RR sous cccccnss ea scaveccesseececen M : : ; ; 
<oh eel Seer as - = bs be antagonism to business, are in open disagree- 
ment with the nearsighted clamor: "Il want mine 
LUMBER, Prod. (bd. ft.) m May 4 437 450 500 632 now while the getting is good." They are well 
Stocks, End. Mo. (bd. ft.) b.......... Apr. 2.4 2.3 3.1 12.6 aware of the world-wide struggle between 
STEEL INGOT PROD. (st.) m Apr. 5.88 6.51 7.29 6.96 | Statism, under its various guises, and De- 
Cumulative from Jan. b...0....00. cee. Apr. 17.6 11.8 28.9 74.7 mocracy. 
es 
ENGINEERING CONSTRUCTION 
AWARDS (en) $m May 9 138 109 39 94 They well know that communists and socialists 
Cumulative from Jan. I....00.000.00.... May 9 1,763 1,625 600 5,692 and their camp followers will lose no time in 
MISCELLANEOUS attempting to fix responsibility for the next 
Paperboard, New Orders (st)t...... May 4 229 148 223 165 Boom and Bust cycle upon our system of pri- 
Hosiery oe os a“ ere. 0 a . 135 150 vate enterprise, with loud demands that the 
Cigarettes, Domestic Sales—b...... ar. E 6 18.7 17.1 S + . 
Cigars, Domestic Sales—m.............. Mar. 480 455 418 543 EE SS RG AE ae ae 
Mf'd. Tobacco, Dom Sales(Ibs.)m.. Mar. 18.5 17.8 27.0 27.6 a 
Machine Tool Shipments—$m........ Mar. 27.1 26.9 40.0 76.4 
ag—Agriculture Dep't. b—Billions. cbh—Census Bureau. cd—Commerce Dep't. cd2—Commerce Dep't. Avge. Month 1939—100. 


I—Seasonably adjusted Index. 
Ib4—Labor Bureau, 1939—100. lt—Long 


np— 
rb2—Federal Reserve Board, instal- 


tf—Treasury and Reconstruction Finance Corp. 





THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 

















EET 














No. of 1946 Indexes (Nov. 14, 1936, Cl—100) High Low May4 May I! 
Issues (1925 Close—100) High Low May4 May II 100 HIGH PRICED STOCKS 109.41 97.62 106.00 109.41Y 
300 COMBINED AVERAGE.... 186.2 164.5 177.7 185.6 100 LOW PRICED STOCKS.. 247.97 202.59 224.23 236.42 
4 Agricultural Implements .. 236.9 204.9 223.6 236.9H 6 Investment Trusts ............ 83.5 70.0 12 83.5P 
11 Aircraft (1927 Cl—100).. 284.4 229.7 229.7Ja = 242.5 3 Liquor (1927 Cl_—100)..1216.0 1000.2 1154.5 1216.0Z 
6 Air Lines (1934 Cl.—100)..1208.6 1023.6 1030.8 1053.6 SMACHINGRY  secccccsssssessescsnce 206.4 181.6 194.0 199.7 
5 (AGAUSOMent 2.22c0c..ccc0ccece00hs00e 218.6 143.7 207.0 218.69 SAGE CGE cccssccsccscsicic 206.3 140.3 193.9 206.3R 
15 Automobile Accessories .. 336.2 281.6 281.6a 299.6 3 Meat Packing ...........0.0.... 128.4 111.4 115.4 128.4Z 
1! Automobiles .......0..0.0.0cc00. 62.2 53.5 53.5a 57.0 13 Metals, non-Ferrous ...... 299.7 232.1 255.2 267.1 
3 Baking (1926 Cl.—100).... 26.0 2.3 23.3 23.5 NOE ee eetayicrce ee 44.0 32.7 41.0 43.0 
3 Business Machines. ............ 46.4 286.1 316.4 346.4R ZS Pet cick cievscssaasacsssces 217.8 175.1 210.7 217.8Z 
2 Bus Lines (1926 Cl.—100) 213.3 176.3 202.3 213.3Z 20 Public Utilities 00.00... 160.4 131.2 154.3 157.4 
4 Chemicals cccseconcssccoseseesne 282.0 238.3 268.8  282.0R 5 Radio (1927 Cl—100).. 42.0 334 334a 35.0 
BUSCA WANING) <-cccecscesneeee=sas2s 32.4 26.4 28.7 28.7 8 Railroad Equipment ...... 110.6 94.8 96.9 102.5 
4 Communication ............6 99.7 82.0 82.7 83.6 DE RACERS oo cccécccesiccesscisics 40.8 34.5 34.54 36.0 
13 GSOnSWUCHON: ..i.ccccsscsscecssenes 82.0 67.9 78.6 82.0H RR sc SoS etic, 56.7 39.1 40.2 41.6 
TACCONEAINOTS: ssscsssicscescacessvsrve 447.4 384.8 407.2 429.8 2 Shipbuilding .................. 178.8 122.5 151.7 160.0 
8 Copper & Brass ............06+ 141.8 108.7 126.3 133.5 SP SONG DINNRR cc cstescsaxveicarcecse 614.0 567.9 567.9a 569.0 
2 Dairy Products: 5..c:csi.2-2-25-. 81.5 64.6 77.6 80.9 a ee ee 145.6 119.1 128.6 137.6 
5 Department Stores. .......... 132.9 89.7 124.7 132.9Z Se SUGAR cadre CA as, aries 88.9 75.7 81.8 82.2 
5 Drugs & Toilet Articles...... 277.4 194.8 261.2 277.4Z PSNR acsscsesssscacasscatsshevexs 281.2 241.7 271.2 278.8 
2 Finance Companies. ........ 313.9 268.9 295.7 301.7 BO Oe ee eer 170.9 126.7 161.6 170.9Z 
TROOP BIANGS s.ccccs-ccasdssseenecs 236.4 205.5 226.1 236.4Z 3 Tires & Rubber .............. 51.9 42.5 49.0 50.3 
PBOOER GIQUOS: .cscssceccccssxcosesesse 99.1 73.8 93.2 99.19 aC LE CE Se er ner 99.6 86.8 97.9 99.65 
SPICER Os 5c chscdccdescsssvestacscés 118.6 105.2 113.3 118.6H | 2 Variety Stores ................ 396.3 318.5 394.9 396.3Z 
Si Gold MINING) «..cctesevctsstesceece 1346.1 1093.7 1093.7a 1102.3 18 Unclassified (1945Cl_—100) 114.1 98.2 107.8 II4.1A 
New HIGH since: A—1945; H—1937; J—1936; P—1931; O—1930; R—1929; Y—Nov. 14, 1936. Z—New all-time HIGH. a—New LOW 
since 1945, 
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Trend of Commodities 





Any hope you may have had that the bulge in the price 
line would be nothing more than a bulge must now be 
abandoned. After stating time and time again that there 
would be no increase in the ceilings on grain prices, the 
Administration reversed its position and permitted the 
sharpest grain price increases of the entire war period. In 
addition to the grain price increases which went as high as 
25c a bushel, there were sharp increases in the ceiling 
prices of all feed-stuffs. A month ago we said, "Unless the 
Administration pulls itself together at once, we are in for 
real inflation." That inflation is now under way and will not 
end during 1946. 

The futures market was the first to reflect the increase 
in ceiling prices. The Dow-Jones index advanced sharply 
to reach a new all-time high. Grain futures moved sharply 
higher, especially corn which is in short supply. Cotton 
futures still meet pressure above the 28c level where the 


margin requirements are $3,000 per contract. The District 
of Columbia courts have refused to take up the case ques. 
tioning the legality of the new margin ruling. We would 
now anticipate an upward trend in the commodity futures 
index for the next 30 days. 

The Bureau of Labor index of wholesale commodity prices 
continues to advance slowly but steadily. We pointed out 
before that the line was now in the clear and headed for 
the 1920 peak. The higher grain prices will eventually be 
reflected in higher food prices all around. We can be 
sure of higher coal prices and higher freight rates. These 
in turn will increase the manufacturer's costs of thousands 
of items. Within four months’ time these higher prices wil 
be reflected at the retail level. What is to be feared 
most, is that these price increases will result in another 
round of wage increases. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 193, equal 100 


Date 2 Wk. | Mo. 3 Mo.6Mo. | Yr. Dec. 6 
May !! Ago Ago Ago Ago Ago 194! 
28 Basic Commodities ...... 190.2 190.2 190.3 188.3 186.8 183.8 156.9 
11 Import Commodities .... 170.7 !70.7 170.7 170.7 168.9 169.0 157.5 
17 Domestic Commodities.. 204.0 204.0 204.2 200.7 199.3 194.0 156.6 


Date 2 Wk. | Mo. 3 Mo.6Mo. | Yr. Dec. 6 
May Il! Ago Ago Ago Ago Ago 194! 
7 Domestic Aaricultural.... 239.6 239.5 240.2 235.5 232.4 227.6 163.9 
NZ ROCA SIUNG Si. ce secon ie 216.6 216.3 216.7 215.2 211.9 209.3 169.2 
16 Raw Industrials 172.4 172.5 172.5 170.2 169.5 166.5 148.2 





RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6. 1941—85.0 


1946 1945 1944 1943 1941 1939 1938 1937 

High ............ 98.4 975.8 845 92.9 85.7 783 658 93.8 

beossnasectene 955 936 91.8 89.3 74.3 61.6 57.5 64.7 
236 





COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1946 1945 1944 1943 1941 1939 1938 1937 
BSI esercscsece 110.36 106.41 98.13 96.57 84.60 64.67 54.95 82.44 
Se EERE 104.21 93.90 92.44 88.45 55.45 46.59 45.03 52.03 
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COMMODITY HIGHLIGHTS 


FATS AND OILS... A definite improvement in the supply of fats and oils 
appears likely in the fourth quarter of 1946. At the present time our export 
relief shipments are an important factor in our tight domestic situation. The 
harvest of larger European crops this year will make that continent less de- 
pendent on world one A larger production in the United States will mean 
increased domestic allotments. _ 

Lard production may total 100 million pounds above that of 1945. This is 
due primarily to the 12 per cent increase in the 1945 fall pig crop. The output 
may be even larger if the feed shortage causes accelerated iquidation of 
hog numbers. 

Cottonseed oil production in the second half of the year should be around 
25 per cent above the same period in 1945. This is based on reports of 
farmers’ intentions to plant. Last year's production was very low. 

The import picture is brighter than it has been since the start of the war. 
Coconut oil from the Philippines has always been an important part of our 
total import supply. In the pre-war period, 1934-38 world exports of coconut 
oil were four times as large as cottonseed oil. Copra exports from the Philip- 
pines during April were 300 per cent above the January figure. 





SILK . . . The supply of silk available to mills in the United States in the second 
half of 1946 will be greater than at any time since the start of the war. 10,000 
bales of Japanese raw silk is scheduled to arrive in this country late this month. 
This will make more than 30,000 bales available when the U. S. Commercial Co. 
starts selling early in June. 

Meanwhile silk production in Japan is making rapid progress. Last Decem- 
ber 4,000 bales were reeled while the forecast for August is 12,000 bales. 
This means heavy shipments late in 1946. At the same time shipments are 
increasing sharply from Italy and China. Silk stockings should be available in 
increasing numbers from July on. 


HOGS . . . Supplies of pork chops and hams have been rather plentiful in 
recent weeks, but the improved situation is a temporary affair. Hog receipts at 
the important markets have been running 50 per cent above last year's level in 
the past month and these receipts are now appearing in the retail markets. 

This increase is not a natural development—it is due to forced liquidation. 
The Government offered the farmer a 30c per bushel bonus on the corn 
turned over to the CCC. Feeders who normally purchased their corn could 
not compete with the Government, because of ceiling limitations, and were 
forced to liquidate their hogs. Farmers who raised their own corn found it 
more profitable to sell than to feed it to hogs and they decided to liquidate 
their hogs. This is still going on and will mean another meat famine later in 
the year. 

Retail sales do not fully reflect the increased rate of slaughter. Packers are 
now required to hold for Government purchase, pork equivalent to 15 per 
cent of the live weight of the hogs slaughtered each week. This means that 
relief and export requirements will take about 25°, of the pork and 50% of 
the lard produced. 


GRAINS . . . Grains took the spotlight last week when the Government an- 
nounced an increase in ceiling prices. On corn this amounted to 25c a bushel, 
wheat |5c, rye 10c, barley 9c, and oats 5c a bushel. These new ceilings will 
remain in effect until June, 1947. They have made similar statements in the 
past, only to change them within a short time. This time they may hold, since 
prices will probably sell well below ceiling levels during harvest. 

The Winter wheat crop is now estimated at 743 million bushels, compared 
with 823 million a year ago and a ten-year average of 618 million. With a 
good sized Spring wheat crop we can still harvest one billion bushels of wheat 
this year. Meanwhile the flour mills of the country are closing for lack of grain. 
It started on May I! when Pillsbury's "A" mill closed for lack of wheat for the 
first time in 66 years. Many more closed the following week. The situation will 
get much worse before it gets better. 

One of the purposes of the ceiling increases was to make it unprofitable to 
feed grain —— wheat) to livestock. It is conceivable that the increased 
supply of feed grains from the new crop plus the decreased demand will 
carry the distant futures contract well below the new ceilings when harvesting 
gets under way. 
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SCHENLEY DISTILLERS CORPORATION 


NOTE—From time to time, in this 
space, there will appear an advertise- 
ment which we hope will be of interest 
to our fellow Americans. This is num- 
ber 127 of a series. 


SCHENLEY DISTILLERS CORP. 


An Extra “‘Ring’”’ 


By MARK MERIT 


We ran into one of the Schenley 
mail men-—gave him a good hard 
bump which almost upset him, be- 
cause of his heavy sack. Of course, 
we apologize for our awkwardness. 
He came back with a grin, and said, 
“Brother, nothing makes -me mad 
these days. And Ill tell you some- 
thing else. Don’t you believe that 
the postman always rings twice. ’m 
ringin’ three times, these days.” We 
retorted with a snappy question, 
“What’s the big idea?” He beamed 
when he said, “Say, haven’t you 
heard? We’re gettin’ a raise. And 
that’s worth an extra ring, any old 
day.” 


Of 


hasn’t? And, of course, we’re happy 


course wed heard—who 
about it. Everybody in the United 
States has been pulling for the post- 
man, and a lot of other seemingly 
neglected workers who have felt the 
hurt resulting from the increased 


cost of living. 


So the postman puts us in a 
pleasant mood this morning, and 
we'd like to close this little piece 
that 


from Herodotus— 


with well known quotation 


History, Book 8: 


“Neither snow, nor rain, 


of 


night, stays these couriers 


nor heat, nor gloom 


from the swift completion 
of their appointed rounds.” 


Salute! 


FREE—Send a postcard to MARK MERIT 
OF SCHENLEY DISTILLERS CoRP., Dept. 
15A, 350 Fifth Avenue, N. Y. 1, N. Y., 
and you will receive a 96 page book 
containing illustrated reprints of 
earlier articles. 





POOR’S INVESTMENT ADVISORY SERVICE 


Provides Definite, 
Continuous Invest- 
ment Advice on 
“Percentage Invested” 
at Different 
Periods in the 
Business Cycle 


Advises on 
Stock -Market 
Trends 


Surveys and Analyzes 
Important Business 
Developments 


Counsels 
on 
Special Situations 


Offers 


Personal Review 
of Your List 


Gives Definite “Hold,” 
“Buy” i g “Sell” 


Recommendations 
Each Week 


Furnishes Further 
Personal Advice on 








How to Allot 


Timely Economic 


Articles, Methods of 
Security Selection 


Your Funds 
to Groups 


Inquiry and Program 
Follow-Up and 


Market Policy 


Consultation 


Privilege 








POOR’S INVESTMENT ADVISORY SERV- 
ICE’S NEW STUDY and recommended 
“BUY” List Now Ready. 

It covers companies strongly entrenched in fields 
that supply basic needs. Share prices are still 
moderate in relation to earnings potentials. Fi- 
nances have been built up to ample strength for 
foreseeable needs. Some show pronounced growth 
trend. Profits ahead should attain record levels. 
Prices are such that you still have a good opportu- 
nity to make above-average market profits. 


This Important Study and “Buy”’ List 


...with continuing benefits of Poor’s Investment 
Advisory Service, should help you obtain sub- 
stantial percentage gains in the strong-upward- 
trend months ahead. 

Prompt acceptance of this invitation will bring 
you the privilege of securing a careful personal 
report on your list of holdings—at this important 
stage of this Cash-Fed Bull Market—will specif- 
ically counsel you as to whether certain securities 
should be replaced with others more likely to 
benefit from coming events—will advise you how 
you may strengthen your portfolio by improving 
your diversification. 


Definite Advice on the Kinds of Stocks 
That Should Fare Best in the 
Era of Inflation Ahead 


This service gives you, in a unified program, a 
supervised list of 
stocks — followed 
up each week until 
their sale is ad- 
vised. 


Standard & Poor’s Corporation 
345 Hudson Street, New York 14, N. Y. 






UNDER-VALUED STOCKS 


In Industries with the Best Prospects 
for the Next 12 Months 


New Special Situations that we think could bring 
you exceptional profits, such as this list of “15 
Under-Valued Stocks’’ and ‘*12 Moderate-Priced 
Selections for the Indicated Summer Rise’’ (issue 
of June 1), and interim and annual earnings-per- 
share data for leading listed companies will be 
included. 


List Your Holdings Now 


Indicate your personal investment aims and mail 
today with coupon below. As soon as it arrives 
the full Service will be started, including the Study 
and ‘‘Buy”’ List on ‘15 Under-Valued Stocks in 
Industries with the Best Prospects for the Next 
12 Months.” Your list will be studied and we will 
send you a personal report on how we believe 
your account can be improved. 


Standard and Poor's, the World’s Largest 
Investment Advisory Organization, Includes 
with this Special Offer Everything in This 
Advertisement. 


e Weekly Bulletins with Loose Leaf Binder 
e ‘Supervised Program’’ Advices 
e Personal Investment Advice and Consul- 
tation Privilege 
Securities Record Form 


e Extended Service (1 month on Semi- 
Annual Subscription) (2 months on 
Annual Subscription) 


ee ees ee ee ee @ MAIL THE COUPON: om om oe oe oe oe oe 
EXTENDED SERVICE 


1 Month on Semi-Annual 
2 Months on Annual 


Gentlemen: Please enter my trial subscription as described below, for the 
complete Poor’s Investment Advisory Service and continue until otherwise 
notified. I understand this includes (a) ‘Supervised Program’ recommenda- 
tions (one group for capital gain, one for income and appreciation, another for 
prime quality securities), (b) Consultation Privilege—with review of my list, 
(c) Weekly Bulletins, (d) Policy Recommendations, (e) Security Record Form, 
(f) “How To Invest” instruction folder. 





Your Investments 
During Term of Service 





Projects 
Stock- Market 
Forecasts 





Stock Analyses and || 
Recommendations _ E opare.. 





Air Mail 0 $36.50 


i 
t 
. 
i 
' 
SEMI-ANNUAL RATE [| $35 
I 
: 
I 


Ary... 


(Send no money—Invoice will be sent later) 
C0 Please stamp my name in gold lettering on binder 
(A substantial loose-leaf binder is included without extra charge) 


esters SAL POSTAL ZONE NO.. 
ee eee 


ANNUAL RATE [ | $65 


Air Mail 0 $68.00 


.-STATE.. : 
.1A813180 











G.I. Insured Home Loans 





(Continued from page 225) 


and local economic conditions. 

A more definite point to con- 
sider is the cash gift applied to 
all G.I. home loans (guaranteed 
or insured) by the Veterans Ad- 
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ministration. This gift, equal to 
4% of the amount guaranteed or 
insured, generally will be consid- 
erably less under the insured 
plan. The maximum 15% insur- 
ance of $1,500 on a $10,000 loan 
would net you a $60 gift while a 
$4,000 guarantee on the same 
$10,000 loan would pay off in the 
amount of $160. This check, dis- 
bursed by the United States 


Treasury, is sent to the lender for 
credit to your mortgage account 
following the approval of your 
loan. 

This “advance payment” re- 
duces your outstanding mortgage 
balance and saves something in in- 
terest charges. Being equal to 
several months payments in many 
cases, this cash payment might be 
treated by some lenders as the 
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basis of creating a “grace period” 
for the ex-G.I. to fall back on in 
times of family emergencies. The 
former serviceman, who is quite 
certain that he will not require a 
business loan or another home 
loan, will have a natural desire to 
use up his $4000 guarantee and 
benefit by the maximum $160 
cash gift. It’s an item to con- 
sider when discussing your loan 
with a prospective lender. 

You probably have been won- 
dering why a lending institution 
would be interested in the appar- 
ent smaller “insured protection.” 
Here’s the answer . . . a total of 
$1,000,000 insured loans would 
create a $150,000 insurance ac- 
count to the lender’s credit. If 
the lender sustained a total loss 
(very unlikely) on a $5000 loan, 
the total amount of $5000 could 
be charged to the insurance fund. 
On the guarantee protection plan, 
the original protection (50% 
maximum) could not have ex- 
ceeded $2500. Therefore, large 
losses can be covered entirely by 
the insurance plan . however 
greater diversification of protec- 
tion is offered by the guarantee. 
Choice of plan rests entirely with 
the supervised lending institu- 
tion’s anticipation of probable 
losses. It’s their privilege to de- 
cide whether a general insurance 
fund of 15% of all loans is better 
protection for them rather than a 
definite individual protection on 
each loan. It’s the Veteran’s 
privilege to select the lending in- 
stitution which utilizes the plan 
best fitted for his personal needs. 





Divergent Profit Trends 
in the 
Container Industry 





(Continued from page 217) 


developing its insulation quali- 
ties (for frozen foods) and bond- 
ing it with paraffin or plastics 
for use with liquids. The in- 
dustry’s growth characteristics 
is reflected by the sales expan- 
sion of the leading manufactur- 
ers in the past decade. Vertical 
integration has also been a dis- 
tinctive feature, of which Nat- 


MAY 25, 1946 





ional Container is a conspicuous 
example. 

This group of container mak- 
ers will profit substantially from 
the increasing demand, as_ the 
paperboard supply situation is 
less stringent than heretofore 
and _ is showing constant im- 
provement. Such first quarter 
earnings as are available already 
give an indication of greatly en- 
hanced 1946 profits for this 
group. As the leading manufac- 
turer of paperboard used in con- 
tainers, Container Corp., the 
largest producer of paperboard, 
uses about three-quarters of its 
output for making its own con- 
tainers, the balance of its output 
being sold to other companies. 
Gaylord is an important factor 
in the fibre paperboard field, 
while Hinde and Dauch and 
National Container are promin- 
ent in carton production. Suth- 
erland produces a diversified 
line of  paraffined container 
items. 

Repeal of the excess profits 
levy will aid this group substan- 
tially, enabling the paper con- 
tainer makers to translate into 
earnings a good part of the rec- 
ord volume in prospect. 

While the three principal seg- 
ments of the container industry 
vary with respect to their more 
immediate prospects, their long- 
er term outlook is wholly prom- 
ising. From an _ investment 
standpoint, the industry invites 
favorable consideration of the 
shares of the established units, 
combining as they do a strong 
resistance factor to adverse 
changes in the business cycle with 
a substantial future growth ele- 
ment. 





Another Look at 
Cigarette Companies 





(Continued from page 211) 


effort to narrow the gap between 
Camels and the present winner in 
the competitive fray, Lucky 
Strikes. If Reynolds could sell 
84 billion Camels in 1946, the new 
price rise might swell earnings af- 
ter taxes by some $13 million, 
which spread over 10 million 
shares would amount to about 











Investors— 


SAVE TIME AND MONEY 
by using 


THE HANDY RECORD BOOK 


for Investors and Traders 


ONLY $1 enables you to keep your 
financial facts up to date this easy, mod- 
ern way. THE HANDY RECORD 
BOOK saves you tune and money by 
showing at a glance your holdings and 
their cost, transfer taxes paid, net long- 
and short-term gains and losses . .. in- 
valuable for income tax purposes. 
Send $1 for your copy today 
HANDY RECORD BOOK CO. 
656 Broadway, New York 12, N. Y. 


(Or at Leading polis 











Interesting 
Circulars 


FOR OUR READERS 
ww YK 


On request on your letterhead, but 
without obligation, any of the circu- 
lars listed below will be sent direct 
from the issuing firm. Limit each 
letter to a request for one circular, 
giving your name and address. 

ADDRESS: Booklet Department — 
Magazine of W: ag Street, 90 Broad 
Street, New York 4, N. Y. 


For Business Executives: A valuable 
20 page booklet on business manage- 
ment will be sent free when requested 
on your Company’s letterhead. 


Primer for Investors—Guide book fo: 
new investors to explain the termin- 
ology of Wall Street. Also a section 
devoted to estates, trusts and wills. 
Prepared by large N.Y.S.E. member 
firm. 


Know-As-You-Go Guide—Descriptive 
leaflet of the Handy Record Book 
for investors, providing a simplified 
record of capital gains and losses. 
Method outlined to keep investment 
records in ‘‘automatic’”’ order. 














New Book 


“SELECTING 


on Using Stock Charts 

THE RIGHT STOCK” 
Detailed Studies, profusely illustrated with long term 
charts, show how individual stoeks move in Sequence 
rather than together and clearly explain principles of 
market action for Selecting the Right Stock for the 
next big swing. Price $5.00. 

CHARTISTS LIBRARY, 838 So. La Brea Ave., 
Los Angeles 36, Calif. 








$1.30 per share, a welcome addi- 
tion to the $1.84 per share earned 
in 1945. As for the past two 
years Reynolds has had no excess 
profits taxes to pay, this factor 
will not weigh in bolstering 1946 
profits. But as is the case with 
all the “Big Five” cigarette mak- 
ers, forthcoming promotional ex- 
penses are certain to clip estimates 
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of operating profits for Reynolds, 
and it can be taken for granted 
that this company has earmarked 
a substantial portion of its new 
revenues from repricing for the 
purpose. Just what effect this 
will have upon prospective net 
for 1946 is of course not deter- 
minable, but granted that the 
price rise improves earnings to 
the extent of about $1 per share, 
there is a possibility that in the 
current year a total of around 
$2.84 might be shown. 


Status of the "Big Three" 

Liggett & Myer’s Chesterfields 
in 1945 were favored by smokers 
in 1945 to the extent that 68 bil- 
lion of this brand were consumed, 
practically double the figure of 
34.3 billion for 1940, and contin- 
uing a steady sales uptrend for 
four years in a row. Thus the 
margin of popularity between 
Camels and Chesterfields is not 
very wide, although the former 
have kept in the lead since 1938, 
when Chesterfields for a single 
year surged ahead. To review the 
relative positions of the three 
largest competitors at the end of 
1945, their percentage of total 
cigarette sales was as follows: 
Lucky Strikes—26.9%, Camels 
—21.8%, Chesterfields—20.3%. 
Applying the same yardstick to 
Liggett & Myers used in estimat- 
ing earnings gains from the price 
increase, as was used for the two 
other concerns discussed, the com- 
pany conceivably might swell its 
1946 post-tax earnings by about 
$11.3 million, equal to $3.63 per 
share. ‘Taking net per share of 
$4.30 in 1945 as a base, this 
would swell the figure to $7.93. 
Elimination of the excess profits 
tax will not benefit this company 
much, for in 1945 this factor am- 
ounted to only about $1 million. 
Considering increased costs and 
sales expenses, it seems likely that 
if Liggett & Myers’ earnings 
come up to the $7 level in 1946 
the company will be very fortun- 
ate. While in all reason they may 
expand substantially, much will 
depend upon promotional outlay: 
and the'degree of sales and ad- 
vertising effort. 

Ranking fourth in popular 
favor, Philip Morris cigarettes 
accounted for about 9.2% of to- 
tal sales in the industry for 1945. 
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Relatively small as this propor- 
tion is, however, the brand started 
from scratch in 1933, so that to 
sell 31 billion cigarettes in 1945, 
the growth in popularity has been 
impressive. An increase of 25 
cents per thousand on sales of 
this amount theoretically could 
expand earnings after taxes by 
about $5.4 million, equivalent to 
$2.71 per share. Applied to per 
share net of $2.97 in 1945 this 
would indicate a potential show- 
ing of $5.68 for the fiscal year 
ending March 31, 1947. This is 
far from a reliable yardstick, 
however, for the company’s earn- 
ings declined sharply in the last 
two months of 1945, due to the 
termination of Government bus- 
iness and a_ heavy  cost-price 
squeeze. Early 1946 volume, 
however, is reported as being at a 
record level, so that current prog- 
ress may be again on a normal 
keel. In view of everything, it 
appears rash to estimate earnings 
for the current fiscal year, al- 
though the price relief will un- 
doubtedly be of substantial bene- 
fit. 

New Trends In Old Golds 

P. Lorillard’s Old Gold ranks 


fifth in popular esteem among 
cigarette smokers, its sales ac- 
counting for about 9% of the in- 
dustry’s total volume. 19 billion 
Old Golds were consumed in 1945. 
Per share earnings gains for this 
concern from price relief could 
come to about $4.9 million, after 
taxes, equal to $2.18 per share, 
other things equal. But conserva- 
tism suggests that this estimate be 
sliced in two. Around $1 per 
share advantage may accrue in 
1946, to bring total earnings 
around $2.25, compared with 
$1.27 per share earned last year. 
Bolstering this guess is the fact 
that rather substantial relief from 
EPT will further tend to widen 
profit margins. 

In review, the current relative 
positions of the “Big Five” are 
likely to remain static or to vary 
according to the emphasis upon 
promotional efforts which the in- 
dividual concerns decide to em- 
ploy. With favorable market con- 
ditions ahead, sales could of 
course appear satisfactory with- 
out abnormal advertising expense, 
although to expand customers nu- 


merically promotional outlays will 
have to be heavy. Differing poli- 
cies as how to use the newly gain- 
ed operating profits, therefore, 
will be the final determinant of 
1946 results. 





Companies Showing 
Changed Earnings Trends 





(Continued from page 219) 
gomery Ward and RKO reflect an 
increasing flow of consumer cash 
into a mounting supply of goods 
or to amusement channels, a trend 
which is pretty sure to continue 
right along, barring unpredict- 
able interruptions. 


Earnings Recovery Ahead 

Turning to the second group, 
which includes a few of many con- 
cerns reporting a sharp dip in 
earning power during the March 
quarter, it would seem as if with- 
out exception those listed are in 
line for an abrupt reversal of 
their earnings trend when the 
strike wave recedes and normal 
conditions again are the rule. 
While most of these concerns en- 
joyed record breaking volume in 
war years, their net earnings were 
much restricted by heavy taxes, 
and now that EPT has gone and 
renegotiation of contracts no 
longer enters the picture, opera- 
tions normally should bring im- 
proved earnings in the medium 
term. Strongly established con- 
cerns such as Blaw-Knox, Budd 
Manufacturing Co., Minneapolis- 
Honeywell and National Cash 
Register assuredly arouse no 
worry for their shareholders in 
reporting unfavorable earnings 
during the hectic first quarter of 
1946. Scant supplies of steel, 
strikes in their plants or in those 
of suppliers, and other adverse 
factors of temporary influence, 
have hampered their progress in 
biting into sizeable backlog or- 
ders. An optimistic appraisal of 
their potentials, compared with 
war time results as to net earn- 
ings, seems clearly warranted in 
every case. In other words their 
quarterly lapse in earnings is 
readily explainable, and _ their 
temporary common problems 
should soon become adjusted. 

In scanning the limited group 
in the final brackets, however, the 
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OUTSTANDING 
STOCKS 


Just Rated "BUY" 


| Bee Service has just issued new 
BUY Ratings on a diversified list 
of 27 stocks, selected after an extensive 
research from the 124 issues in our 
Supervised Portfolio as the most favored 
for current purchase. 

This Report will bring you attractive 
stocks for practically every investment 
need as outlined below: 


For Income and Growth 


10 Stocks for profit 
4 quality growth stocks 
2 defensive issues for backlog 
3 for high current yield 
8 attractive Preferreds 
In addition this Report recommends6 


bonds yielding up to 6.1%, with inter- 
esting appreciation possibilities. 


Yours With Month’s Trial 


We will send this Special Report & the weekly 
UNITED Bulletin Service for one full month to 
new readers for only $1. 


Send $1 for Report MW -30 NOW! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ e Boston 16, Mass. 


I —— | 
THE DUPLAN CORPORATION 


| Textile Weavers and Throwsters | 


| 
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DIVIDEND NOTICE 


(Common dividends paid each year since 1908) 
STock DIVIDEND of 1 share of com- 
mon for each 50 shares held, to holders 
of record May 20, 1946. Fractional 
shares to be paid in cash, at value 
based on last sale on New York Stock 
Exchange on May 20, 1946. Distribu- 
tion on May 28, 1946. 
CASH DIVIDEND on common stock of 
30 cents a share to holders of record 
July 15, 1946, payable August 1, 1946. 
L. GORDON HALE, Secretary 
Declared May 9, 1946 
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aircraft, like Consolidated-Vultee, 
the most optimistic appraisals of 
postwar earning power would fall 
far short of the peak net earnings 
of $13.76 per share achieved in 
1943. Not that this strong con- 
cern may fail to equal or excel its 
prewar earning power but merely 
that measured by the yardstick of 
wartime earnings the trend may 
continue at a lower level. 
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Helping the Small 
Businessman 





(Continued from page 227) 


Complete with charts, plans dia- 
grams and tables, the book dis- 
cusses every step in choosing, lo- 
cating, financing and operating 
a small business successfully. In 
an appendix are presented 
standardized methods of ac- 
counting; a markup table; sam- 
ple courtesy letters; and credit 
and collection letters. It is pub- 
lished by Ziff-Davis Publishing 
Co., and sells for $2. 

Thus for about $10, a pros- 
pective business man can obtain 
for himself a small library which 
will give him a veritable wealth 
of knowledge and assistance. 





Growth vs. Apathy 





(Continued from page 209) 


placement needs are small. Mili- 
tary and civilian requirements, al- 
though better than prewar, will be 
but a fraction of the war inflated 
output. Concomitantly, the mar- 
ket for aircraft engines and acces- 
sories will be limited for some 
time. 

Although coal mining could 
benefit to a degree from increased 
industrial output, the industry as 
a whole is retrograde, and, as 
present conditions emphasize only 
too clearly, is subject to rising 
labor agitation and costs. Ex- 
plosives and small arms must re- 
turn to civilian markets which are 
nominal compared with their lush 
war activities. 

With war contracts terminated 
and large surpluses of cargo 
craft, there is little in prospect 
for the shipbuilders for the years 
directly ahead, aside from repair 
business. The sharp drop in 
shipbuilding will be reflected dir- 
ectly in the industrial gas indus- 
try, particularly among the pro- 
ducers of oxygen, acetylene and 
hydrogen. 

Considered as a group, it will 
be some time before the industries 
represented will show really signi- 
ficant expansion, and only in 
event of another war could they 


ever again approach the volume 
witnessed in recent years. 





Newcomers on the Stock 
Exchange 





(Continued from page 221) 


for this first half of the company’s 
fiscal year amounted to $817,000 
compared with $460,000 in the 
relative 1945 period. Applicable 
to the common shares was left an 
amount equal to $1.84 after all 
deductions and through declara- 
tion of an extra dividend of 15 
cents the distribution for the 
quarter aggregated 40 cents per 
share, less a fractional Wisconsin 
tax. Although consumption of 
malt by brewers has been sharply 
curtailed by grain conservation 
rules, these restrictions are con- 
sidered temporary. In anticipa- 
tion of eventual expanding de- 
mand Froedtert has made plans to 
add a large amount of modern 
equipment to increase output by 
4 million bushels a year. Opera- 
tions in this business are highly 
mechanized, the company’s total 
number of workers being only 
about 350 in all. The long rec- 
ord of this concern, its financial 
strength and experienced man- 
agement lend considerably to the 
investment appraisal of its shares. 


New Textile Listing 


M. Lowenstein & Sons, Inc. and 
its numerous subsidiaries make 
and merchandise low-priced cot- 
ton and rayon fabrics, predomin- 
antly those of cotton. Output 
goes to manufacturers of apparel, 
chain stores and other retailers, 
mail order houses, wholesalers and 
a small amount for export. While 
the company produces about a 
fifth of its grey goods require- 
ments for converting, the bulk of 
cotton and rayon cloths are 
bought from outsiders to bleach, 
print, dye and finish in its own 
modern plants. The company was 
incorporated in 1918. Through a 
recent reclassification of the com- 
pany’s capital stock issues, 1 mil- 
lion shares of $1 par common are 
now outstanding, of a total au- 
thorized amount of 1.5 million. 
Prior to the common are 80,000 
shares of 414% preferred out- 
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standing, but the company has no 
funded debt. Sales for 1945 came 
to $49.7 million compared with 
$39.5 million for the 1944 year. 
Net per share last year amounted 
to about $1.54 for the common, 
compared with $1.23 for the pre- 
vious year and a peak of $2.20 in 
1941. The financial structure is 
a strong one with working capital 
of more than $12 million and a 
current ratio of better than 4 to 
1. Thus far in 1946, no dividends 
have been declared on the com- 
mon, but despite this fact the 
price of the shares, now around 
40, compares with a low of 3314 
since listing earlier in the year. 
This would indicate confidence in 
some quarters that distributions 
are not far distant. 


A Machine Tool Leader 


Cincinnati Milling Machine 
Co. shares listed on the Exchange 
a few months ago represent a total 
outstanding number of 850,000 
with a par of $10. Company is 
the largest maker of machine tools 
in the United States, considering 
the breadth of its offerings. Out- 
put includes some 180 sizes of 
machines of 36 different types, 
among which are milling mach- 
ines, precision grinders and sur- 
face broachers. During the past 
twenty five years, the company 
has established a large business 
with makers of metal goods both 
here and in foreign countries. In 
wartime, orders from the Defense 
Plant Corporation totalled over 
$188 million. Based upon 733,- 
113 shares outstanding on Dec- 
ember 31, 1945, net earnings for 
1945 amounted to $2.76 per 
share, compared with a peak of 
$8.46 in 1942. Last year’s toll 
of EPT took a slice of $2.1 mil- 
lion from operating profits. Con- 
sidering that volume soared from 
a level of about $10 million in 
1936 to a peak of $103 million in 
1942, however, fluctuations in net 
earnings from year to year have 
been disproportionate, taxes and 
renegotiation holding net per 
share to a fairly even keel. Al- 
though volume has trended stead- 
ily downward from its 1942 peak 
to $45 million in 1945, the $2.76 
per share shown for net in 1945 
was practically the same as $2.77 
earned on a volume of only $16.8 
million in 1939. While the cur- 
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rent cost-price squeeze will con- 
tinue to narrow profit margins 
for some time ahead, the fore- 
going figures show the probability 
of an improved earning power 
under more normal conditions 
than at present. During the 10 
year period ended December 31, 
1945, the company paid dividends 
consistently and the current quar- 
terly rate is 35 cents per share. 
At a recent price around 36, the 
yield is just under 4% 





Opportunities ... 





(Contmued from page 223) 


bentures due 1950 for payment 
June 1, 1946, these two calls tot- 
aling $53,000,000 will bring the 
total debt and preferred stock re- 
ductions since 1930 to a total of 
$242,742,000. The consolidated 
annual interest charges will have 
thus been reduced from $29,853,- 
000 in 1931 to less than $14,000,- 
000. 





For Profit and Income 





(Continued from page 229) 


ising in a negative kind of way. 
This industry’ s news environment 
for some time has been and still 
remains, definitely bleak. Traffic 
is well down from war peaks, 
costs up. The major strikes have 
hurt. Earnings in most cases are 
now very poor. It will be some 
time before the I. C. C. will put 
higher freight rates into effect, 
and what the boost will be is un- 
certain. In the face of all this, 
the rail average—while natural- 
ly not rising—has so far con- 
tinued to hold stubbornly above 
its February reaction-low. The 
worst news, if not all out, is at 
least well recognized. Hence, the 


writer begins to feel that this 
group should be pretty well 


“sold-out” by now. Some logical 
better-grade choices are C. & O., 
Union Pacific and Atchison; and, 
for speculation, Southern Pacific, 
Southern and the Milwaukee. 


Advertising 


There has been some paring 
down of radio advertising bud- 
gets, which explains the recent 





Imperial Oil Limited 


Toronto 1, Ontario 


Notice to Shareholders and the 
Holders of Share Warrants 


Notice is hereby given that a dividend of 
25 cents per share in Canadian currency has 
been declared, and that the same will be payable 
on or after the Ist day of June, 1946, in respect 
of the shares specified in any Bearer Share War- 
rants of the Company of the 1929 issue upon 
presentation and delivery of coupons No. 65 at: 


THE ROYAL BANK OF CANADA 
King and Church Streets Branch, 
Toronto 1, Canada 


The payment to Shareholders of record at the 
close of business on the 17th day of May, 1946, 
and whose shares are represented by Registered 
Certificates of the 1929 issue, will be made by 
cheque, mailed from the offices of the Company 
on the 3lst day of May, 1946. 

The Transfer books will be closed from the 
18th day of May to the 31st day of May, 1946, 
inclusive and no Bearer Share Warrants will be 
converted into other denominations of Share 
Warrants during that period. 

The Income Tax Act of the Dominion of 
Canada provides that a tax of 15% shall be 
imposed and deducted at the source on all divi- 
dends pay: able by Canadian debtors to non-resi- 
dents of Canada. The tax will be deducted from 
all dividend cheques mailed to non-resident share- 
holders and the Company’s Bankers will deduct 
the tax when paying coupons to or for accounts 
of non-resident shareholders. Ownership Certifi- 
cates must accompany all dividend coupons pre- 
sented for payment by residents of Canada. 

Shareholders resident in the United States are 
advised that a credit for the Canadian tax with- 
held at source is allowable against the tax shown 
on their United States Federal Income Tax re- 
turn. In order to claim such credit the United 
States tax authorities require evidence of the de- 
duction of said tax, for which purpose Ownership 


Certificates (Form No. 601) must be completed 
in duplicate and the Bank cashing the coupons 
will endorse both copies with a Certificate rela- 


deduction and payment of the tax and 
return one Certificate to the Shareholder. If 
forms No. 601 are not available at local 
United States banks, they can be secured from 
the Company’s office or The Royal Bank of 


tive to the 


Canada, Toronto. 

Subject to Canadian regulations affecting 
enemy aliens, non-residents of Canada may con- 
vert this dividend at current Canadian Foreign 


Exchange Control rates into U. S. Currency or 
such other foreign currencies as are permitted by 
the general regulations of the Canadian Foreign 


Exchange Control Board. Such conversion can 
be affected only through an Authorized Dealer, 
i.e., a Canadian branch of any Canadian chartered 
bank, The Agency of ‘The Royal Bank of 
Canada, 68 William Street, New York C ity, is 
prepared to accept dividend cheques or coupons 
for collection through an Authorized Dealer and 
conversion into any permitted foreign currency. 

The Secretary will on request and when avail- 


able forward to the holder of any Bearer Share 
W arrant of the Company a copy of the Com- 
pany’s annual report for the fiscal year 1945. 
By order of the Board, 
COLIN D. CRICHTON, 
General Secretary 
56 Church Street, Toronto 1, Ontario 
6th May, 1946. 








TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 50 cents per share and an addi- 
tional dividend of 25 cents per share on the 
Company’s capital stock, payable June 15, 
1946, to stockholders of record at the close 
of business May 27, 1946. 


H. F. J. KNOBLOCH, Treasurer. 








softness in Columbia Broadcast- 
ing shares. This stock was a good 
buy, as we noted, at considerably 
lower prices, but probably profits 
should now be taken. Some com- 
panies figure that advertising 
might as well be shaved down a 
bit when they have more demand 
than can be filled anyway. In 
contrast to radio, however, the 
general outlook for publication- 
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Dividend 
Notice 


BURLINGTON 


MILLS CORPORATION 


The Board of Directors of this Corporation 
has declared the following regular divi- 
dends: 


4% CUMULATIVE PREFERRED STOCK 
$1 per share 


3¥%% CUMULATIVE PREFERRED STOCK 
872 cents per share 





3¥%2Fo CONVERTIBLE SECONC 
PREFERRED STOCK 
tor period April 23 0 Jun. | 
37 cents per share 


COMMON STOCK ($1 par va.ue 
50 cents per share 


cach dividend s payabie June |, 1946 
to Stockholders of record at the close o 
business May 15 1946 


WILLIAM S. COULTER, Secretar 

















advertising equities remains 
bright, as compared to wartime 
results. 


Creole and Jersey 

Creole Petroleum, the Venezue- 
lan affiliate of Standard Oil 
(New Jersey) appears to be go- 
ing places. In the first quarter 
of this year it netted $24,000,000 
or at an annual rate of $96,000,- 
000, and there is further growth 
ahead. This year, for example, 
Creole will spend about $50,000,- 
000 on expansion. The import- 
ance of the indicated earning 
power can be realized when it is 
noted that Jersey itself netted no 
more than $154,000,000 last 
year. From any perspective this 
stock (Jersey) is a solidly-com- 
fortable one to own—big assets 
per share, impregnable finances, 
huge underground reserves of a 
natural resource subject to long- 
term growth of demand, good 
earnings prospects, and a not in- 
considerable current dividend 
yield. 





The Struggle For 
World Markets 





(Continued from page 203) 


or because of economic chaos at 
home, be persuaded to come into 
the orbit of the Western Powers? 
Can the constant clashes between 
the two spheres be avoided? Can 
the orbit of the countries which 
still adhere to the private enter- 
prise system and which still leave 
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the conduct of foreign trade in 
private hands, be prevented from 
shrinking? Will it be necessary 
for the United States and other 
free trading areas to adopt more 
and more government control in 
sheer defense, so as not to be at a 
disadvantage when dealing with 
the Soviet Union or the countries 
within the Russian sphere? 

All these questions are difficult 
to answer. If the Soviet imper- 
ialism is to be stopped, if the Rus- 
sian institutions are to be kept 
from spreading, free enterprise 
must adopt methods just as dy- 
namic, just as daring as those of 
the Russians. <As a whole, there 
should be little difficulty in mak- 
ing the nations which are now 
wavering between the Western 
and Russian orbits see the bene- 
fits of the free enterprise system 
and of expanding, liberalized in- 
ternational trade. There should 
be little difficulty in making them 
see the improvement in living 
standards. As a matter of fact, 
the recent election results in Bel- 
gium, the Netherlands, France, 
Italy, and Greece already point 
to the awakening in Western Eu- 
rope to the dangers that lie in the 
extension of government controls 
and to the disintegrating influence 
of trade restrictions on the stan- 
dard of living. As to Eastern 
and Central Europe, it is quite 
probable that up to 90 per cent 
of the constituents — if free elec- 
tions could be held — would ex- 
press their disapproval of Rus- 
sian influence on the economy of 
their respective countries. 


Time for Decision 

If the United States, as the 
most powerful among the coun- 
tries still adhering to private en- 
terprise, is really serious about 
preventing further contraction of 
the area still adhering to private 
enterprise and free trade, it will 
have to act with boldness and face 
the issues squarely. It will have 
to extend a helping hand to the 
countries which have been weak- 
ened by the war. Our help may 
not be able to solve all their prob- 
lems for them and they may have 
to retain some of the government 
controls adopted during the war, 
but we may be able to save them 
from being engulfed by red stat- 
ism. The United States spent up 
to 370 billion to prevent the total- 


itarian regimes from becoming the 
masters of the world. Why not 
spend additional $30 billion and 
even $40 billion in helping the 
war-weakened countries or in de- 
veloping the backward countries? 
If such an expenditure would pre- 
vent the shrinkage of the free 
trade area or the spread of gov- 
ernment controlled trading, cur- 
rency manipulations, exchange 
controls, and bilateral deals, it 
would be a worthwhile investment. 

The $3°4 billion loan to Great 
Britain is an illustration of this 
point. Instead of unflinchingly 
granting the loan to Great Brit 
ain, Congress has now been dk 
bating for months the pros and 
cons of the loan, feeling sorry for 
the taxpayer and questioning the 
risks involved. Yet the amount of 
credit involved is just about 
1/100th of the amount spent in 
the conduct of the war. By grant- 
ing the loan, we are not only bol- 
stering up the international cur- 
rency stabilization and rehabilita- 
tion program agreed upon at 
Bretton Woods—in fact without 
the loan to Great Britain the 
Agreements would be auite mean- 
ingless—but we are also receiving 
the assurance of Great Britain 
and of the entire sterling area 
that the black or bilateral trading 
system will be given up and multi- 
lateral or free trading adopted in 
due time. 


U. S. Trade Objectives 

By refusing the loan to Great 
Britain, we won’t, of course, force 
it into the Russian camp, but we 
will force it to retain many re- 
strictive practices in regard to 
foreign trade, such as bilateral 
trading, import and _ export 
quotas, blocking of trade by car- 
tels, and currency manipulation, 
the cost of which to our traders 
over a period of years will be far 
in excess of the proposed loan. 
Moreover, the retention of restric- 
tive trade practices by Great 
Britain and the entire sterling 
area, which before the war contri- 
buted some 40 per cent of the 
total world trade would be bound 
to lead to the shrinkage of world 
trade to the curtailment of that 
part of our national output which 
is intended for export. 

What exactly are our aims in 
connection with the postwar trade? 
These aims have been propounded 
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in “the Proposals for Expansion of 
World Trade and Employment” 
which are to form the basis of 
liscussions at the conference on 
trade and employment convoked 
wder the auspices of the ITO 
next Fall. Briefly, we want in- 
ternational trade to be opened to 
ll nations on equal terms. Al- 
though we have no objection to 
tariffs as such when they play an 
mportant part in a country’s se- 
arity, we are against excessively 
high tariff protection, against re- 
trictive quotas and high tariff 
barriers, and against the blocking 
ff trade by cartels. We are 
fgainst any exchange control that 
is used to discriminate among for- 
kign suppliers of goods and we are 
gainst state trading. We stand 
for a multilateral way of trading, 
vith importers and exporters buy- 
ing and selling where it is most 
advantageous for them. We have 
leclared ourselves ready to accept 
mports more freely than before 
the Second World War in order 
to provide dollars to foreign coun- 
ries. As a way of promoting a 
preater international exchange of 
poods, we also favor the stability 
pf foreign exchanges, though we 
lo not insist upon their rigidity. 





Reciprocity Needed 


Great Britain and other coun- 
res of Western Europe are just 
is anxious to see the trade bar- 
fers removed and multilateral 
rade restored as we are. They 
re eager to work with us, pro- 
fided that we recognize that they 
rill have to go through the transi- 
ion period with certain economic 
fontrols retained. They are also 
rilling to cooperate with us; pro- 
nded that the United States does 
bot make its foreign trade poli- 
ies too dependent upon the con- 
ition of its internal economy, 
ieaning that we do not raise tar- 
barriers every time we are in 
he midst of a depression. We 
re also to recognize that in order 
0 be sellers, we must be buyers 
f goods. 
Although Great Britain and 
Vestern European countries 
ave, by their adherence to the 
Bretton Woods Agreements, 
greed in principle to return for- 
ign trade to private enterprise, 
ery little has been done as yet 
it the way of removing the war- 








MAY 25, 1946 








108 Pages 
Actual Size 











The Most Useful 
INVESTMENT TOOL 
You Can Have Today! 


o 4. 


1650 Stocks Appraised 


In This Simple ... Clear ... Easy to 
Understand Investors Handbook 


HE Investors Guide contains the essential data you need for 

evaluating your present holdings . . . and your contemplated 
purchases. Comparable in every way to similar services selling at $20 
to $30 a year, it digests exhaustive findings to give you: 


e Company’s Business . . . Ticker Symbol, Where Listed. 

e Capitalization, Par Value . . . Funded Debt of Each Company, Number of 
Common and Preferred Shares Outstanding. Par Value of Common. 

e Financial Strength . . . Working Capital in Millions of Dollars, Ratio of 
Assets to Liabilities. 

e Dividend Record . . . Amounts paid on common 744, °45, to date in 746. 

Amount and Date of Latest Payment; Date Ex-Dividend. On preferreds, 8 

year Dividend Record; Cumulative or Non-Cumulative; Convertible; Arrears, 

if any; Call Price; etc. 

Earnings Record . . . Earnings per share in 1942, 1943, 1944 and 1945. Interim 

Figures for 1945 and 1946. 

Price Range for 1929-1944 . . . Over Boom and Depression, War and Peace; 

Highs and Lows for 1945, 1946 to date. 

Extras Include . . . Latest Commission Charges on N. Y. Stock Exchange and 

N. Y Curb; % Yield on Stocks Considering Price and Dividends. 


Industrial Discusses 39 industries . . . with definite conclusions as to 
Section most attractive . . . least promising . . . over the short term 
and the longer term. 


Interpretative Up-to-the-Minute Comments on pertinent developments and 


Comments factors regarding each company. Interprets the statistical back- 
ground. 

Overall 1. Industrial Ratings, in four classifications; 2. Security Ratings 

Ratings for Investment Status in six classifications; on Earnings Trends 


in three classifications. 
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Profit Opportunities in the Making}: 
for Near Term Markets 
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ime controls and the buying and 
selling by government agencies. 
4s a matter of fact, only recently 
reat Britain came out for the 
policy of continuing purchases of 
ll basic raw materials as a means 
nf saving foreign exchange and 
ontrolling imports. Other West- 
rm European countries likewise 
ontinue similar policies, so dis- 
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" eartening to exporters and im- 
P porters in this country. However, 
he relaxation of trade controls 
an hardly be expected before we 
cessfulfhave actually granted the dollar 
acks infiredits. 


In conclusion, this can be said 
bout the coming struggle for 
2 nowirorld markets. As a result of the 
srancefise of Russia and the extension 
y andpf Russian influence over the area 
hich prior to the war contribu- 
ed about 25 per cent of the total 
mternational trade, the competi- 
ion for export markets in the fu- 
ure will be quite different from 
hat prior to the war. It won’t 
d wellfhe limited to competition among 
red toprivate traders as in the past; 
rather, we will be faced with com- 
petition with government agen- 
s withities of foreign countries which 
capitd yill resort to bloc trading devices, 
uotas, subsidies, and currency 
anipulations, and which, more- 
ver, may be guided by political 
osiderations. All this is likely 
oweaken our bargaining position 
hot only because our exports are 
isually larger than our imports, 
mentiijut also because the private trad- 
32 ftrin this country will have to con- 
tinue to think in terms of costs 
ind profits, which of course, the 
tate trading organization will 
ize omfeed not be doing, 
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| (Continued from page 199) 


on. 
ess in money rates, is significant, 

ind cannot be ignored. 

' What does all this connote for 
he investor and business man? 
[he main implication is that the 
prolonged decline in capital rates 
8 approaching its end. However, 

there is nothing to suggest that 

oney rates and prime invest- 
ent yields will turn up sharply 

----im the near future; rather, the 
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prospect is that the nadir of the 
decline has been about reached 
and that the money rate structure 
will tend to level out from here 
on. This means that “money 
rate” bonds, such as Treasuries 
and prime corporates and muni- 
cipals should tend to stabilize at, 
or slightly under, their recent 
highs. 

The prudent investor will do 
well, however, to watch the mar- 
ket signals from this point on. 
The most significant clue will be 
the action of the Treasury itself 
in its financing operations hence- 
forth. Much will depend upon 
whether a predominantly long 
term or a predominantly short 
term financing program is 
adopted, and upon the interest 
terms involved. 

Unless the Treasury’s fairly 
favorable financial prospects for 
1946-1947 change materially, it 
could retire a good part of its 
maturing obligations with cash. 
If it utilizes short term credit to 
cover the balance, this might 
mean a little greater pressure on 
money rates than long term bor- 
rowing would. But still more im- 
portant than the maturities in- 
volved would be the interest 
terms. 

All indications to date point to 
the likelihood of a 7% basis for 
short term (one year) certif- 
icates, and up to 214% for the 
longest maturities. Reliable re- 
ports suggest that Treasury 
authorities would be satisfied with 
these terms. Financing on such 
terms could have a_ generally 
stabilizing effect on the money 
rate structure and would spell the 
end of the diminution in invest- 
ment yields. 


Stabilizing Factors 


Summing up, this means that 
the pressure of idle funds, while 
still very great, is not only not 
increasing but is in a declining 
phase. With this pressure stabil- 
izing, the money market appears 
headed for a period of greater 
equilibrium. Correspondingly, the 
weight of overflow funds in the 
secondary bond, preferred and 
common stock markets should 
likewise tend toward equilibrium 
and exert a less inflationary effect 
on values than heretofore. 








SOUTHERN PACIFIC COMPANY 


DIVIDEND NO. 114 
A QUARTERLY DIVIDEND of One Dollar 
($1.00) per share on the Common Stock of this 
Company has been declared payable at the Trea- 
surer’s Office, No. 165 Broadway, New York 6, 
N. Y., on Monday, June 17, 1946, to stockholders 


of record at three o’clock P.M., on Monday, 
May 27, 1946. The stock transfer books will not 
be closed for the payment of this dividend. 


J. A. SIMPSON, Treasurer. 
New York, N. Y., May 16, 1946. 








Where Is Labor Headed? 
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and its main objectives have been, 
and are, to improve the lot of its 
members by the familiar devices 
of higher wages, shorter hours, 
and better working conditions. 
What is profoundly important is 
that the A. F. of L., as an organi- 
zation, is non-political in its affiia- 
tions, preferring, instead, its long 
standing tradition of voting for 
its friends and against its enemies. 
More often than not, it has op- 
erated on the Democratic side of 
the fence, simply because of that 
party’s greater astuteness in deal- 
ing with the labor vote, but it has 
always retained its autonomy and 
independence in doing so. 


The Left-Wing Faction 


But with the C.I.O., an entirely 
different philosophy prevails. It 
is fundamentally left wing in its 
concepts and political in its mode 
of operation. While it agitates for 
higher wages, shorter hours and 
the usual union objectives, it seeks 
these objectives as a means to a 
more ulterior end. It is against 
this background that one must in- 
terpret the C.I.0.’s attitude dur- 
ing the automobile strike some 
months ago. The demand during 
that crisis, it will be recalled, was 
that wages be determined by man- 
agement’s profits and that the un- 
ions have the right to examine 
corporate books — orthodox Soc- 
ialist doctrine. 

It is for precisely this reason 
that the United Auto Workers 
union in general, and Mr. Reu- 
ther in particular, bear careful 
watching in the future, Mr. Reu- 
ther being one of the spearheads 
of this “wages and profits” drive. 
To all indications, that idea has 
been by no means laid to rest and 
will express itself again when the 
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AMERICAN GAR AND FOUNDRY 
COMPANY 
30 CHURCH STREET 
New York 8, N. Y. 


There has been declared, out of the earnings 
of the fiscal year ended April 30, 1946, a 
dividend of one and three-quarters per cent 
(134%) on the preferred capital stock of 
this Company, payable July 1, 1946 to the 
holders of record of said stock at the close 
of business June 21, 1946. 


Transfer books will not be closed. Checks 
will be mailed by Guaranty Trust Company 
of New York. 
Cuar_es J. Harpy, Chairman 
Howarp C. WICK, Secretary 


May 16,1946 








time is propitious. Hence, if 
auto production can be sustained 
for a prolonged period and good 
earnings result, a new wave of 
wage demands might well crop 
out, the excuse being that man- 
agement can well “afford” to pay. 

Another U.A.W.-C.I.O. objec- 
tive that will be pressed more vig- 
orously from this point on is the 
guaranteed annual wage. Though 
shelved temporarily in favor of 
more immediate problems, this ace 
card will be brought out at the 
appropriate moment. One of the 
curious things about the annual 
wage proposal is that it has the 
support of certain business lead- 
ers and economists. Already, the 
C.1.0.’s research staff is studying 
the annual wage guarantee for 
the automobile, packing, steel and 
shoe industries. 


The C.1.0.-P.A.C. Combine 


But where the C.1.0. differs 
radically from the A. F. of L. 
in its economic doctrines, its pol- 
itical variances are even greater. 
Instead of maintaining political 
independence, the C.I.O. and its 
P.A.C. affiliate are frankly and 
avowedly political. Their aim 
has been, and is, to capture con- 
trol of the Democratic party, 
which explains a good deal of the 
struggle going on within that 
body at the present time. Just as 
in the labor field, it is a striving 
for power between the right and 
left wing elements, with a full 
dress showdown inevitable sooner 
or later. But as long as the 
C.1.0. - P.A.C. combine remains 
powerful, the Administration will 
continue to defer to it with an eye 
to the 1948 elections. 

All of this intra-labor struggle 
for supremacy has had a vital 
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bearing on the current coal strike. 
Paradoxically, the leading force 
for the A. F. of L. and its relative 
conservatism is John L. Lewis, 
despite the incalculable trouble 
which he caused through his coal 
strike. Lewis’ ultimate goal in 
causing this stoppage has been to 
secure better terms for his United 
Mine Workers and thus provide 
himself a weapon in combatting 
the C.I.O. The more attractive 
the terms, the better his bargain- 
ing position in attracting labor 
away from the C.I.O. ranks. 
Thus, the final settlement of this 
industry-paralyzing strike will 
have a profound effect upon the 
far more vital A. F. of L.-C.1.0. 


struggle in the months ahead. 


Industries Affected 


As the pressure is on for in- 
creased wage costs throughout in- 
dustry, it is interesting to note 
the basic rates prevailing in vari- 
ous manufacturing and service 
lines, and. the hourly wage in- 
creases which have been thus far 
secured in 1946, as summarized in 
the accompanying table. Since 
the A. F. of L.-C.I.0. drive is to 
be focussed upon the South, the 
probable targets for coming wage 
demands would appear to be such 
leading southern activities as the 
textile, lumber, chemical, sugar 
refining, vegetable oil and naval 
stores industries. 





Answer to Inquiries 
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to $41,270,284, compared with 
$39,654,166 in the previous year. 
Costs increased about $2,380,- 
000; however, gross income of 
$2,591,492 resulted for 1945, 
compared with $3,992,088 in the 
year before. Net profits for 1945 
amounted to $1,030,571 equal to 
20 cents a common share, com- 
pared with $1,615,411 or 35 cents 
a share for 1944. 

Current assets as of December 
31, 1945 were $8,257,384 and 
current liabilities $2,509,609. 
Given effect to the company’s re- 
cent sale of debentures, current 
assets on February 28th amount- 
ed to $11,683,000 and current 
liabilities to $2,403,000. 





As I See It! 
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USSR. Our weakness lies only j 
our hesitation to take the fir 
steps necessary to root out t 
danger to ourselves and t 
people of the world, for t 
Soviet system with its world 
wide expansion, made _possib 
by the speed of communics 
tion and transportation, is th 
most insidious scheme ever dq 
vised to enslave the masses instea 
of “liberating” them as t 
Soviets profess. 

The Stalin system and t 
Hitler system are exactly t 
same. Both are based on the sam 
technique of revolution and eed 
nomic control. That is why th 
Russians were so ready to cooy 
erate with the Nazis and wh 
they made their alliance wit 
Hitler. But Hitler was unwillin 
to divide the world with Russia 
He wanted it for himself, and at 
tacked the Soviet Union. And s 
today Russia is attempting 
materialize the Hitler goal fo 
herself at the expense of th 
democratic peoples of the world 

Let us make this truth clear t 
the democratic people everywhe 
and ask them to join us 1 
making the sacrifice necessary 
build the kind of a world we 2 
envisage so that we can usher 1 
an age of spiritual, as well 4 
material advancement that 
make life worth living—rootin 
out that eternal query of man 
kind—“What are we here for?” 
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